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GREATER  GlYANl  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2011 

accounting  OFFICER’S  RESPONSIBILITIES  AND  APPROVAL 

The  accounting  officer  is  required  by  the  Municipal  Finance  Management  Act  (Act  56  of  2003) 
to  maintain  adequate  accounting  records  and  is  r^ponsible  for  he 
annual  financial  statements  and  related  financial  information  included  in  th  s It  is  he 

responsibility  of  the  accounting  officer  to  ensure  that  the  annual  financial  ®*®tements  fairly 
present  the  state  of  affairs  of  the  municipality  as  at  the  end  of  the  financial  year  and  the  ‘‘ssults 
of  its  operations  and  cash  flows  for  the  period  then  ended.  The  external  auditors  are  responsible 
for  reporting  on  the  fair  presentation  of  the  annual  financial  statements. 

The  annual  financial  statements  have  been  prepared  in  accordance  with 
Recognised  Accounting  Practices  (GRAP).  The  annua!  financial  statements  are  based  upon 
appro^iate  accounting  policies  consistently  applied  and  supported  by  reasonable  and  prudent 
judgements  and  estimates. 

The  accounting  officer  acknowledges  ultimate  responsibility  for  the  system  of 
control  established  by  the  municipality  and  place  considerable  importance  on 
strong  control  environment.  To  enable  the  accounting  officer  to  meet  these  responsibilities,  the 
accounting  officer  sets  standards  for  internal  control  aimed  at  reducing  the  risk  of  error  or  loss  In 
a cost  effective  manner.  The  standards  Include  the  proper  delegation  ^sponsibihties  with  n a 
clearly  defined  framework,  effective  accounting  procedures  and  adequate  segregation  of  duties  to 
eiiure  an  acceptable  level  of  risk.  These  controls  are  monitored  throughout  the  rnunicipality  and 
all  employees  are  required  to  maintain  the  highest  ethical  standards  in  ensuring  the  municipality  s 
business  is  conducted  in  a manner  that  in  all  reasonable  circumstances  is  above  reproach.  The 
focus  of  risk  management  in  the  municipality  is  on  Identifying,  assessing,  . ,, 

monitoring  all  known  forms  of  risk  across  the  municipality.  While  operating  risk  cannot 
eliminated,  the  municipality  endeavours  to  minimise  it  by  ensuring  that  appropriate  infrastructure, 
controls,  systems  and  ethical  behaviour  are  applied  and  managed  within  predetermined 
procedures  and  constraints. 

The  accounting  officer  is  of  the  opinion,  based  on  the  information  and  explanations  9'^ 
management  that  the  system  of  internal  control  provides  reasonable  assurance  hat  the  financial 
records  may  be  relied  on  for  the  preparation  of  the  annual  financial  statements.  However,  any 
system  of  internal  financial  control  can  provide  only  reasonable,  and  not  absolute,  assurance 
against  material  misstatement  or  loss. 

The  accounting  officer  has  reviewed  the  municipality's  cash  flow  forecast  for  the  year  to  30  June 

2012  and  in  the  light  of  this  review  and  the  current  financial  position.  Is  satisfied  that  the 

municipality  has  or  has  access  to  adequate  resources  to  continue  in  operational  existence  for  the 
foreseeable  future. 

The  municipality  is  wholly  dependent  on  the  service  charges  and  grants  for  continued  funding  of 
operations.  The  annual  financial  statements  are  prepared  on  the  basts  that  the  municipality  ^ a 
going  concern  and  that  the  Greater  Giyani  Municipality  has  neither  the  intention  nor  the  need  to 
liquidate  or  curtail  materially  the  scale  of  the  municipality. 


GREATER  GlYANf  MUNICIPALITY  ^ ^ 

Annual  Financial  Statements  for  the  year  ended  30  June  2011 

upper  limits  of  the  salaries,  allowances  and  beneicls  as  promulgated  annually. 

The  annual  financial  statements  set  out  on  pages  5 to  50,  which  have  PXifoThr 
going  concern  basis,  were  approved  on  31  August  2011  and  ware  signed  on  behalf  of  the 

Municipality  by: 


6FwrASIN6l 
ACCOUNTING  OFFICER 


2 5"  No^ijl^Iojl^  z^l 

DATE  ^ 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  Year  Ended  30  June  2011 

STATEMENT  OF  FINANCIAL  POSITION 


Notes 

2011 

R 

2010 

R 

ASSETS 

Current  Assets 

Inventories 

4 

678  175 

400  556 

Trade  and  other  receivables 

6 

3 475  975 

339  655 

Vat  Receivable 

6 

14  777  988 

17  205  227 

Consumer  debtors 

7 

2 239  181 

1 865  593 

Cash  and  cash  equivalents 

8_ 

25  490  367 

2 861  766 

Total  current  assets 

— 

46  661  687 

22  672  797 

Short  term  Investments 

35 

199  558 

186  419 

Non  Current  assets 

Property,  plant  and  equipment 

Total  non  current  assets 

3_ 

174  894  362 
174  894  362 

158  268  970 
158  268  970 

TOTAL  ASSETS 

221  755  607 

181  128  185 

LIABILITIES  AND  NET  ASSETS 


Liabilities 


Current  Liabilities 


ICIIL 

Trade  and  other  payables 

12 

18  847  996 

16  100  516 

Unspent  conditional  grants 

11 

13  273  915 

70Q  752 

Short  term  portion  of  leave  liability 

12 

3 487  219 

2 931  393’ 

Long  service  liability 

Total  Current  Liabilities 

12__ 

1 679138 

- 

37  288  268 

19  732  662 

Non  Current  Liabilities 

Provision  for  leave  liability 

12 

6 263  324 

- 

Accumulated  surplus 

9 

178  204  008 

161  395  524 

TOTAL  LIABILITIES  AND  NET  ASSETS 

221  756  607 

181  128  185 
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GREATER  GIYANI  MUNICIPALITY 

Anhual  Financial  Statements  for  the  Year  Ended  30  June  2011 

STATEMENT  OF  FINANCIAL  PERFORMANCE 


Notes  2011  2010 

R R 


REVENUE 
Property  rates 
Service  charges 

Gain  or  loss  on  disposal  of  assets 
Rental  of  facilities  and  equipment 
Income  from  agency  services 
Fines 

Licences  and  permits 
Government  grants  and  subsidies 
Other  grants 
Other  income 

Interest  received  - investment 
TOTAL  REVENUE 

EXPENDITURE 
Employee  related  costs 
Remuneration  of  councillors 
Depreciation  and  amortisation 
Finance  costs 
Debt  impairment 
Repairs  and  maintenance 
Bulk  purchases  - water 
Contracted  services 
General  expenses 
TOTAL  EXPENDITURE 


14 

12  918  865 

13  254  631 

15 

3 877  741 

3 711  181 

442  135 

446  803 

33 

971  918 

8 036  411 

102  669 

184  740 

3 734  985 

2 836130 

16 

124  307  073 

109  560  811 

- 

2 448  856 

32 

1 390  786 

942  681 

1 557  281 

797  853 

149  303  453 

142  220  096 

18 

69  016  338 

63  010  839 

19 

12  899  710 

12  255  831 

22 

17  957  124 

14  122  016 

23 

234  585 

38  421 

20 

4 987  815 

7 862  696 

2 969  158 

1 520  109 

27 

1 436  454 

2 222  797 

17 

33  444  616 

27  344  350 

142  945  799 

128  377  059 

Total  Revenue  149  303  453  142  220  096 

Total  Expenditure  -142  945  799  -128  377  059 

(DEFICIT)  SURPLUS  FOR  THE  YEAR  6 357  653  13  843  038 
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GREATER  GIYANl  MUNICIPALITY 

Annual  Financial  Statements  forUie  Year  Ended  30  June  2011 

STATEMENT  OF  CHANGES  IH  NET  ASSETS 


Acc  Surplus  Total 


Balance  as  at  01  July  2009 

42  620  682 

42  620  682 

Fair  value  recognition  - prior  year 

104  931  798 

104  931  798 

Surplus  for  the  year  ended  30  June  2010 

13  843  038 

13  843  038 

Balance  as  at  30  June  2010  as  previously  reported 

161  395  517 

161  395  517 

Correction  of  errors  prior  year  - 

10  450  837 

10  450  837 

Prior  year  debtors  movement 

9.2 

-126  618 

-126  618 

Auction  sale(2008/2009)  recognised 

4 016  500 

4 016  500 

Fair  value  recognition  - PPE 

9.2  I 

6 560  955 

6 560  955 

Prior  year  adjustments 

9.1 

- 

- 

Re-stated  balance  as  at  30  June  2010 

171  846  354 

171  846  354 

Opening  balance  as  at  01  July  2010 

171  846  354 

171  846  354 

Current  year  changes  in  net  assets  - 

6 357  653 

6 357  653 

Surplus  for  the  year 

6 357  653 

6 357  653 

Balance  at  end  of  year 

178  204  008 

178  204  008 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  Year  Ended  30  June  2011 

CASHFLOW  STATEMENT 


Notes  2011  2010 

R R 


Cashflows  from  operating  activities 


Receipts 


Sale  of  goods  and  services 

16  796  606 

16  965  813 

Grants 

124  307  073 

112  009  666 

Interest  income 

1 557  281 

797  853 

Other  receipts 

30  029  602 

15  449  423 

172  690  562 

145  222  755 

Payments 

Employee  costs 

-72  496  032 

-75  266  670 

Suppliers 

-37  850  227 

-31  087  256 

Finance  costs 

-234  585 

-38  421 

Other  payments 

-8  915  100 

-11  080  517 

•119  495  944 

-117  472  864 

Total  receipts 

172  690  562 

145  222  755 

Total  payments 

-119  495  944 

-117  472  864 

Net  cashflows  from  operating  activities 

28 

53  194  618 

27  749  891 

Cashflows  from  investing  activities 

Purchase  of  property,  plant  and  equipment 

3 

-44  631  843 

-126  531  461 

Fair  value  recognition  -PPE 

3 

8 305  141 

104  931  798 

Net  accumulated  depr  adjustments 

3.5 

1 744  186 

- 

Recognition  of  sale  (Auction) 

4 016  500 

- 

Net  cashflows  from  investing  activities 

•30  566  016 

-21  649  663 

Net  increase  (decrease)  In  cash  and  cash  equivalents 

22  628  601 

6 100  228 

Cash  and  cash  equivalents  at  beginning  of  year 

2 861  767 

-3  238  461 

Cash  and  cash  equivalents  at  end  of  year 

8 

25  490  368 

2 861  767 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  201 1 

ACCOUNTING  POLICIES 

1.  Presentation  of  Annual  Financial  Statements 

Th^  onnitfll  financial  statements  have  been  prepared  In  accordance  with  South  African 

Statements  of  Generally  Recognised  Accounting  Practice  (GRAP)  issued 

StarSards  Board  in  accordance  with  the  Municipal  Finance  Management  Act  (Act  56  of 

2^03)  These  annual  fmancial  statements  have  been  prepared  on  an  f 

and  are  in  accordance  with  historical  cost  convention  unless  specified  otheiwise  They  are 

presented  in  South  African  Rand.  These  accounting  policies  are  consistent  with  the  previous 

period. 

,n  p^ari:^  t^an“:^1SaUtatemen.s,  management  is  reguired  to  and 

assumotions  that  affect  the  amounts  represented  in  the  annual  statements  and  related 
disclosure  Use  of  available  information  and  the  application  of  judgement  is  inherent 
tomaton  of  esti^tes.  Actual  results  in  the  future  could  differ  from  these  estimates  which  may 

be  material  to  the  annual  financial  statements. 

The  pret^ration^o^f  financial  statements  in  conformity  with  Generally  Recognised  Accounting 
SaouS  rSres  the  use  of  certain  of  critical  accounting  estimates.  It  a so  requires 
manag^ent  to  exercise  its  judgement  In  the  process  of  applying  the  Municipality  s accounting 

nnlirips  The  area  involving  3 higher  degree  Of  judgement  Or  Complexity,  or  area  where 

^sStilnl  Tnd  estimatel  areli^nificant  to  financial  statements  are  disclosed  in  the  relevant 
sections  of  the  financial  statements.  Although  these 

knowledge  of  current  events  and  actions  they  may  undertake  in  the  future,  actual  results 
Ultimately  may  differ  from  those  estimates. 

1.2  Presentation  of  Currency 

These  annual  financial  statements  are  presented  in  South  Afncan  Rand. 

1.3  Going  concern  assumption 

These  annual  financial  statements  have  been  prepared  on  a going  concern  basis. 

PropeVpTa*'n1'S^d'’iqul^^^^  non-current  assets  {including  infrastructur^^^ 

that  are  held  for  use  in  the  production  or  supply  of  goods  or  services  rental  to 

adrninistrative  purposes,  and  are  expected  to  be  used  during  more  than  one 

niant  and  eauioment  is  initially  measured  at  cost.  The  cost  of  an  item  of  property,  plarit  and 

equipmen'll  the  ^ pri^=e  and  other  costs  attributable  to  bring  the  asset  to  the  location  and 

condition  necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  management. 

Where  an  asset  is  acquired  at  no  cost,  or  for  a nominal  cost,  its  cost  is  its  fair  value  as  ci®te  of 
acauisition  Where  an  item  of  property,  plant  and  equipment  is  acquired  in  exchange  for  a 
monetarv  asset  or  monetary  assets,  or  a combination  of  monetary  and  non-monetary  assets,  the 
asset  acquired  is  initially  measured  at  fair  value  (the  cost).  If  the  acquired  item  s fair  value  was 
not  deteminable.  it*s  deemed  cost  is  the  carrying  amount  of  the  asset(s)  given  up. 

Property  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any 
impairm^ent  lasses  except  for  Infrastructure  assets  which  is  earned  a re-valued  being 

the  fair  value  at  the  date  of  revaluation  less  any  subsequent  accumulated  depreciation  and 
subsequent  accumulated  impairment  losses. 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2011 
ACCOUNTING  POLICIES 

When  an  item  of  property,  plant  and  equipment  is  re-valued,  any  accumulated  depreciation  at 
the  date  of  the  revaluation  Is  eliminated  against  the  gross  carrying  amount  of  the  asset  and  the 
net  amount  restated  to  the  re-valued  amount  of  the  asset. 

The  revaluation  surplus  in  equity  related  to  a specific  item  of  property,  plant  and  equipment  is 
transferred  directly  to  retained  earnings  as  the  asset  Is  used.  The  amount  transferred  is  equal  to 
the  difference  between  depreciation  based  on  the  re-valued  carrying  amount  and  depreciation 
based  on  the  original  cost  of  the  asset. 

Property,  plant  and  equipment  are  depreciated  on  the  straight  line  basis  over  their  expected 
useful  lives  to  their  estimated  residual  value.  The  useful  lives  of  items  of  property,  plant  and 
equipment  have  been  assessed  as  follows; 


Item  Average  useful  life 

Buildings  30 

Plant  and  equipment  2-15 

Motor  vehicles  4-7 

Office  equipment  3-7 

IT  equipment  3-5 

Community  hails  30 

Roads,  pavements,  bridges  and  stormwater  10-30 

Security  measures  3-10 

Libraries  30 

Car  parks,  bus  terminals  and  taxi  ranks  20 

Street  lighting  20-25 

Refuse  sites  30 

Fire  services  30 

Clinics  30 

Cemeteries  30 

Park  and  gardens  10-30 

Street  names,  signs  and  parking  meters  5 

Sport  fields  10-30 

Specialised  vehicles  15 

Water  meters  7 

Sewerage  purification  and  reticulation  15-20 

Water  reservoirs  and  reticulation  15-20 

Housing  30 

Electricity  reticulation  15-30 


The  residual  value,  and  the  useful  life  and  depreciation  method  of  each  asset  are  reviewed  at 
the  end  of  each  reporting  date.  If  the  expectations  differ  from  previous  estimates,  the  change  is 
accounted  for  as  a change  in  accounting  estimate. 

Each  part  of  an  item  of  property,  plant  and  equipment  with  a cost  that  is  significant  in  relation  to 
the  total  cost  of  the  item  is  depreciated  separately.  The  depreciation  charge  for  each  period  is 
recognised  in  surplus  or  deficit. 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2011 
ACCOUNTING  POLICIES 


Items  of  property,  plant  and  equipment  are  derecognised  when  the  asset  is  disposed  of  or  when 
there  are  no  further  economic  benefits  or  service  potential  expected  from  he  use  of  the  asset 
The  gain  or  loss  arising  from  de-recognilion  of  an  item  of  property,  plant  and  equipment  is 
included  in  surplus  or  deficit  when  the  item  is  derecognised.  The  gam  or  loss  arising  from  the 
de-recognition  of  an  item  of  property,  plant  and  equipment  is  determined  as  the  difference 
between  the  net  disposal  proceeds,  if  any.  and  the  carrying  amount  of  the  item. 

Assets  which  the  municipality  holds  for  rentals  to  others  and  subsequently 
of  the  ordinary  course  of  activities,  are  transferred  to  inventories  when  the  rentals  end  and  the 
assets  are  available-for-sale.  These  assets  are  not  accounted  for  as  non-current  assess  ^eid  for 
sale.  Proceeds  from  sales  of  these  assets  are  recognised  as  revenue.  All  cash  flows  on  these 
assets  are  included  in  cash  flows  from  operating  activities  in  the  cash  flow  statement. 


The  mu'rtdpality  has  adopted  Directive  4 issued  by  the  Accounting  Standards  Board  in  March 
2009.  paragraph  .71  to  .83,  which  allows  a period  of  3 years  from  the  date  of  initial  adoption  of 
GRAP  17  to  comply  in  full  with  the  recognition  requirements  of  the  standard. 


1.5  Financial  instruments 


Classification 

The  municipatrty  classifies  financial  assets  and  financial  liabilities  into  the  following  categories: 
Classification  depends  on  the  purpose  for  which  the  financial  instruments  were  obtained/ 
Incurred  and  takes  place  at  initial  recognition.  Classification  is  re-assessed  on  an  annual  basis, 
except  for  derivatives  and  financial  assets  designated  as  at  fair  value  through  surplus  or  deficit, 
which  shall  not  be  classified  out  of  the  fair  value  through  surplus  or  deficit  category. 


Trade  and  other  receivables  _ ..  ... 

A provision  for  Impairment  is  established  when  there  is  objective  evidence  that  the  municipaiity 
will  not  be  able  to  collect  all  amounts  due  according  to  the  original  terms  of  receivables. 
Significant  financial  difficulties  of  the  debtor  and  default  or  delinquency  in  payments  of  all  debt 
outstanding  for  more  than  120  days  are  considered  indicators  that  the  trade  receivables  are 
impaired.  Bad  debts  are  written  off  during  the  year  in  which  they  are  identified  as  irrecoverable, 
which  may  not  be  the  date  on  which  the  provision  is  raised. 


Trade  and  other  payables  ^ 

Trade  creditors  are  initially  recognised  at  fair  value  and  subsequently  measured  at  amortised 
cost  using  the  effective  Interest  method. 


Cash  and  cash  equivalents 

Cash  includes  cash  on  hand  and  cash  with  banks.  Cash  equivalents  are  short-term  irjvestments 
that  are  held  with  registered  banking  institutions  with  maturities  of  32  days  or  daily  calls. 

For  the  purposes  of  the  cash  flow  statement,  cash  and  cash  equivalents  comprise  cash  on 
hand  deposits  held  on  call  with  banks  and  investments  in  financial  instruments,  net  of  bank 
overdrafts.  Bank  overdrafts  are  recorded  on  the  facility  utilised.  Finance  charges  on  bank 
overdrafts  are  expensed  as  incurred. 
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GREATER  GIYANl  MUNiCIPALiTY 

Annual  Financial  Statements  for  the  year  ended  30  June  2011 

ACCOUNTING  POLICIES 

Bank  overdraft  and  borrowings 

Bank  overdrafts  and  borrowings  are  Initially  measured  at  cost,  and  are  subsequently  measured 
at  amortised  cost,  using  the  effective  interest  rate  method.  Any  difference  between  the  proceeds 
(net  of  transaction  costs)  and  the  settlement  or  redemption  of  borrovyings  is  recognised  oyer  the 
term  of  the  borrowings  in  accordance  with  the  municipality's  accounting  policy  for  borrowing 
costs. 

1.6  Investments  he!d-to-maturity 

Subsequent  to  initial  recognition,  held-to-malurity  assets  are  measured  at  amortised  cost 
caiculated  using  the  effective  interest  method.  Investments  which  include  listed  government 
bonds,  unlisted  municipal  bonds,  fixed  deposits  and  shortterm  deposits  invested  in  registered 
banks  are  stated  at  cost. 

Where  investments  have  been  impaired,  the  carrying  value  is  adjusted  by  the  irnpairment  loss 
and  this  is  recognised  as  an  expense  in  the  period  that  the  impairment  Is  identified. 

Surplus  funds  are  invested  in  terms  of  Council's  Investment  Policy.  Investments  are  mlV 
with  financial  institutions  registered  In  terms  of  the  Deposit  Taking  Institutions  Act  of  1990  with 
an  A1  or  similar  rating  institution  for  safe  investment  purposes.  The  investment  period  should  be 
such  that  it  will  not  be  necessary  to  borrow  funds  against  the  Investments  at  a penalty  interest 
rate  to  meet  commitments. 

1.7  Loans  and  receivables  . u.  * 

Loans  and  receivables  are  non-derivative  financial  assets  with  fixed  or  determinable  payments. 
They  are  included  in  current  assets;  except  for  maturities  In  excess  of  12  months  which  are 
classified  as  non-current  assets. 

Loans  and  receivables  are  recognised  initially  at  cost  which  represents  fair  value.  After  initial 
recognition  financial  assets  are  measured  at  amortised  cost  using  the  effective  interest  rate. 

1.8  Leases 

Operating  leases  - lessee 

Operating  leases  are  those  leases  that  do  not  fall  within  the  scope  of  the  above  definition. 
Operating  lease  payments  or  receipts  are  recognised  on  the  basis  of  the  actual  cash  inflows 
and  outflows. 

1.9  Inventories 

The  cost  of  inventories  comprises  of  all  costs  of  purchase,  costs  of  development,  costs  of 
conversion  and  other  costs  incurred  In  bringing  the  inventories  to  their  present  location  and 
condition. 

Consumable  stores,  raw  materials,  work  in  progress,  unused  water,  and  finished  goods  are 
valued  at  the  lower  of  cost  and  net  realisable  value.  In  general,  the  basis  of  determining  cost  is 
the  weighted  average  cost  of  commodities. 

Redundant  and  slow-moving  stock  are  identified  and  written  down  with  regard  to  their  estimated 
economic  or  realisable  values  and  sold  following  the  municipality’s  approved  disposal  strategy. 
Consumables  are  written  down  with  regard  to  age.  condition  and  utility. 
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ACCOUNTING  POLICIES 

Unsold  properties  are  valued  at  the  lower  of  cost  and  net  realisable  value  on  a specific 
identification  cost  basis.  Direct  costs  are  accumulated  for  each  separately  identifiable 
development.  Costs  also  include  a proportion  of  overhead  costs. 


Turnover^^omprises  the  invoiced  values  of  the  consideration  received  or  receivable  for  the  sale 
of  goods  and  services  in  the  ordinary  course  of  the  Municipality's  activities.  Revenue  is  shovvn 
net  of  value  added  tax,  rebates  and  discounts  and  after  eliminated  revenue  within  departments 
of  the  Municipality. 

Revenue  from  Exchange  Transactions 

Service  charges  relating  to  water  are  based  on  consumption.  Meter  readings  are  taken  on  a 
monthly  basis  and  are  recognised  as  revenue  when  invoiced.  Provisional  estimates  are  not 
used  to  estimate  the  revenue. 

Revenue  from  sale  of  goods  is  recognised  when  the  risks  and  rewards  of  ownership  are  passed 
to  purchaser.  Revenue  arising  from  the  application  of  the  approved  tariff  of  charges  is 
recognised  when  the  relevant  service  is  rendered  by  applying  the  relevant  gazetted  tariff.  This 
includes  the  issuing  of  licences  and  permits. 

Interest  and  rentals  are  recognised  on  a time  proportion  basis.  Income  for  agency  services  is 
recognised  on  a monthly  basis  once  the  income  collected  on  behalf  of  agents  has  been 
quantified.  The  income  recognised  Is  In  terms  of  the  agency  agreement. 

Revenue  from  public  contributions  is  recognised  when  all  conditions  associated  with  the 
contribution  have  been  met.  Where  public  contribution  has  been  received  but  municipality  has 

not  met  the  condition,  a liability  Is  recognised.  

Revenue  from  property  rates  is  recognised  when  the  legal  entit  ement  to  this  avenue  anses. 
Adjustments  or  interim  rates  are  recognised  once  the  municipal  valuer  has  valued  the  change  to 
properties. 

Collection  charges  are  recognised  when  such  amounts  are  legally  enforceable. 

Fines  constitute  both  spot  fines  and  summons.  Revenue  from  spot  fines  and  summons  is 
recognised  when  payment  is  received. 

Donations  are  recognised  on  a cash  receipt  basis  or  where  the  donation  is  in  the  form  of 
property,  plant  and  equipment  at  the  fair  value  of  the  consideration  received  or  receivable. 
Contributed  property,  plant  and  equipment  is  recognised  when  the  deed  of  transfer  is  signed  or 
when  title  of  the  items  of  property,  plant  and  equipment  is  transferred  to  the  Municipality, 
whichever  happens  first. 
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Annual  Financial  Statements  for  the  year  ended  30  June  201 1 

ACCOUNTING  POLICIES 

1.11  Provisions  and  contingencies 

The  amount  of  a provision  is  the  best  estimate  of  the  e>q3endlture  expected  to  be  required  to 
settle  the  present  obligation  at  the  reporting  date.  Where  the  effect  of  time  value  of  money  is 
material,  the  amount  of  a provision  is  the  present  value  of  the  expenditure  expected  to  be 
required  to  settle  the  obligation.  The  discount  rate  is  a pre-tax  rate  that  reflects  current  market 
assessments  of  the  lime  value  of  money  and  the  risks  specific  to  the  liability.  Where  some  or  ail 
of  the  expenditure  required  to  settle  a provision  is  expected  to  be  reimbursed  by  another  party, 
the  reimbursement  is  recognised  when,  and  only  when,  it  is  virtually  certain  that  reimbursement 
will  be  received  if  the  municipality  settles  the  obligation.  The  reimbursement  is  treated  as  a 
separate  asset.  The  amount  recognised  for  the  reimbursement  does  not  exceed  the  amount  of 
the  provision. 

Provisions  are  reviewed  at  each  reporting  date  and  adjusted  to  reflect  the  current  best  estimate. 
Provisions  are  reversed  if  it  is  no  longer  probable  that  an  outflow  of  resources  embodying 
economic  benefits  or  service  potential  will  be  required,  to  settle  the  obligation.  A provision  is 
used  only  for  expenditure  for  which  the  provision  was  originally  recognised.  Provisions  are  not 
recognised  for  future  operating  deficits. 

If  the  municipality  has  a contract  that  is  onerous,  the  present  obligation  (net  of  recoveries)  under 
the  contract  Is  recognised  and  measured  as  a provision.  No  obligation  arises  as  a consequence 
of  the  sale  or  transfer  of  an  operation  until  the  municipality  Is  committed  to  the  sale  or  transfer, 
that  is,  there  is  a binding  agreement. 

After  their  initial  recognition  contingent  liabilities  recognised  In  business  combinations  that  are 
recognised  separately  are  subsequently  measured  at  the  higher  of; 
o the  amount  that  would  be  recognised  as  a provision;  and 
0 the  amount  initially  recognised  less  cumulative  amortisation. 

Contingent  assets  and  contingent  liabilities  are  not  recognised.  Contingencies  are  disclosed  In 
note. 

1.12  Conditional  Grants  and  receipts 

Revenue  received  from  conditional  grants,  donations  and  funding  are  recognised  as  revenue  to 
the  extent  that  the  municipality  has  complied  with  any  of  the  criteria,  conditions  or  obligations 
embodied  in  the  agreement.  To  the  extent  that  the  criteria,  conditions  or  obligations  have  not 
been  met  a liability  is  raised. 

1.13  Unauthorised  expenditure 

Unauthorised  expenditure  is  expenditure  that  has  not  been  budgeted,  expenditure  that  is  not  In 
terms  of  the  conditions  of  an  allocation  received  from  another  sphere  of  government, 
municipality  or  organ  of  state  and  expenditure  in  the  form  of  a grant  that  is  not  permitted  in 
terms  of  the  Municipal  Finance  Management  Act  (Act  56  of  2003).  Unauthorised  expenditure  is 
accounted  for  as  an  expense  in  the  Statement  of  Financial  Performance  and  where  recovered,  it 
is  subsequently  accounted  for  as  revenue  In  the  Statement  of  Financial  Performance. 

1.14  Irregular  expenditure 

Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Ad  (Act  56  of 
2003),  the  Municipal  Systems  Act  (Act  32  of  2000),  Remuneration  of  Public  Office  Bearers  Ad 
(Act  20  of  1998)  or  is  in  contravention  of  the  municipality’s  supply  chain  management  policy. 
Irregular  expenditure  excludes  unauthorised  expenditure.  Irregular  expenditure  is  accounted  for 
as  expenditure  in  the  Statement  of  Financial  Performance  and  where  recovered,  it  is 
subsequently  accounted  for  as  revenue  in  the  Statement  of  Financial  Performance. 
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ACCOUNTING  POLICIES 

1.15  Fruitless  and  wasteful  expenditure 

Fruitless  and  wasteful  expenditure  is  expenditure  that  was  made  in  vain  and  would  have  been 
avoided  had  reasonable  care  been  exercised.  Fruitless  and  wasteful  expenditure  is  accounted 
for  as  expenditure  in  the  Statement  of  Financial  Performance  and  where  recovered,  it  is 
subsequently  accounted  for  as  revenue  In  the  Statement  of  Financial  Performance. 

1.16  Comparative  figures  . ^ * 

Actual  prior  year  amounts  have  been  included  in  the  annual  financial  statements  for  the  current 
financial  year  only.  When  the  presentation  or  classification  of  items  in  the  annual  financial 
statements  is  amended,  prior  period  comparative  amounts  are  reclassified.  The  nature  and 
reason  for  the  reclassification  is  disclosed. 

1.17  Employee  benefits 
Short-temn  employee  benefits 

The  cost  of  short-term  employee  benefits,  (those  payable  within  12  months  after  the  service  is 
rendered,  such  as  paid  vacation  leave  and  sick  leave,  bonuses,  and  non-monetary  benefits 
such  as  medical  care),  are  recognised  in  the  period  in  which  the  service  is  rendered  and  are  not 

discounted.  . , 

The  expected  cost  of  compensated  absences  Is  recognised  as  an  expense  as  the  employees 
render  services  that  Increase  their  entitlement  or.  In  the  case  of  non-accumulating  absences, 

when  the  absence  occurs.  , 

The  expected  cost  of  surplus  sharing  and  bonus  payments  is  recognised  as  an  expense  when 
there  is  a legal  or  constructive  obligation  to  make  such  payments  as  a result  of  past 
performance. 

Defined  contribution  plans 

Payments  to  defined  contribution  retirement  benefit  plans  are  charged  as  an  expense  as  they 

Payments  made  to  Municipal  Employees  Pension  Fund,  Municipal  Gratuity  Fund  and  SAMWU 
Provident  Fund-managed  retirement  benefit  schemes  are  dealt  with  as  defined  contribution 
plans  where  the  municipality’s  obligation  under  the  schemes  is  equivalent  to  those  arising  in  a 
defined  contribution  retirement  benefit  plan.  Councillors  are  members  of  the  Municipal 
Councillors  Pension  Fund  that  was  established  In  terms  of  the  Remuneration  of  the  Public 
Office  Bearers  Act  1998  (Act  20  of  1998). 

Obligations  for  contributions  to  defined  contribution  plans  are  recognised  as  an  experise  in  the 
income  statement  as  incurred.  Contributions  to  the  defined  contribution  pension  plan  in  respect 
of  service  in  a particular  period  are  included  in  the  employees'  total  cost  of  employment  and  are 
charged  to  the  statement  of  financial  performance  in  the  year  to  which  they  relate  as  part  of  cost 
of  employment. 

1.18  Borrowing  costs 

Ail  other  borrowing  costs  are  recognised  as  an  expense  in  the  period  in  which  they  are  incurred. 

Capitalisation  ceases  when  substantially  all  the  activities  necessary  to  prepare  the  qualifying 
asset  for  its  intended  use  or  sale  are  complete.  When  the  municipality  completes  the 
construction  of  a qualifying  asset  in  parts  and  each  part  is  capable  of  being  used  while 
construction  continues  on  other  parts,  the  entity  ceases  capitalising  borrbvi/ing  costs  when  it 
completes  substantially  ail  the  activities  necessary  to  prepare  that  part  for  its  intended  use  or 
sale. 
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1.19  Consumer  Deposits 

Consumer  deposits  are  a partial  security  for  a future  payment  of  an  account.  All  consumers  are 
therefore  required  to  pay  a deposit  equal  to  two  months  consumption  of  electricity  and  water 
services.  Deposits  are  considered  a liability  as  the  deposit  is  only  refunded  once  the  service  is 
terminated.  No  interest  is  paid  on  deposits  as  the  GGM  Is  not  a deposits  taking  institution  in 
terms  of  Banking  Act.  For  the  current  financial  period  consumer  deposits  have  been  waived  by 
council  decision. 

1.20  Events  after  balance  sheet  date 

Recognised  amounts  in  the  financial  statements  are  adjusted  to  reflect  events  arising  after  the 
balance  sheet  date  that  provide  evidence  of  conditions  that  existed  at  the  balance  sheet  date. 
Events  after  the  balance  sheet  date  that  are  Indicative  of  conditions  that  arose  after  the  balance 
sheet  date  are  dealt  with  by  way  of  a note  to  the  financial  statements. 

1.21  Value  Added  Tax  ^ . x ■ v/ax 

VAT  is  payable  on  the  receipts  basis.  Only  once  the  payment  is  received  from  debtors  is  VAI 

paid  over  SARS. 

1.22  Impairment  of  cash-generating  assets 

Cash-generating  assets  are  those  assets  held  by  the  municipality  with  the  primary  objective  of 

generating  a commercial  return.  x . • * * ^ 

V'/hen  an  asset  is  deployed  in  a manner  consistent  with  that  adopted  by  a profit-onentateo 

entity,  it  generates  a commercial  return. 

Impairment  is  a loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  over  and 
above  the  systematic  recognition  of  the  loss  of  the  asset’s  future  economic  benefits  or  service 
potential  through  depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  an  asset  is  recognised  In  the  statement  of  financial 
position  after  deducting  any  accumulated  depreciation  and  accumulated  impairment  losses 

A cash^enerating  unit  is  the  smallest  Identiffable  group  of  assets  held  with  the  primary  objective 
of  generating  a commercial  return  that  generates  cash  Inflows  from  continuing  use  that  are 
largely  independent  of  the  cash  inflows  from  other  assets  or  groups  of  assets. 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  the  disposal  of  an  asset, 
excluding  finance  costs  and  income  tax  expense. 

Depreciation  (Amortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  an  asset 
over  its  useful  life. 

Fair  value  less  costs  to  sell  is  the  amount  obtainable  from  the  sale  of  an  asset  in  an  arm  s length 
transaction  between  knowledgeable,  willing  parties,  less  the  costs  of  disposal. 

Recoverable  amount  of  an  asset  or  a cash-generating  unit  is  the  higher  its  fair  value  less  costs 
to  sell  and  Its  value  in  use. 

Useful  life  is  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality. 

Revenue  from  exchange  transactions 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period 
when  those  inflows  result  in  an  increase  in  net  assets,  other  than  increases  relating  to 
contributions  from  owners. 
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An  exchange  transaction  is  one  in  which  the  municipality  receives  assets  or  services,  or  has 
liabilities  extinguished,  and  directly  gives  approximately  equal  value  (primarily  in  the  form  of 
goods,  services  or  use  of  assets)  to  the  other  party  in  exchange. 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a liability  settled,  between 
knowledgeable,  willing  parties  in  an  arm's  length  transaction. 


1.23  Offsetting 

Assets,  liabilities,  revenue  and  expenses  have  not  been  offset. 


GREATER  GIYANI  MUNICIPALITY 
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NEW  STANDARDS  AND  INTERPRETATIONS 

2.  New  Standards  and  Interpretations 


2.1  IFRIC  1 6 (AC  449)  Hedges  of  a Net  Investment  in  a Foreign  Operation 

The  interpretation  deals  with  the  following  issues: 

o Presentation  currency  does  not  create  an  exposure  to  which  an  entity  may  apply  hedge 
accounting. 

o Consequently,  a parent  entity  may  designate  as  a hedged  risk  only  the  foreign  exchange 
differences  arising  from 

o a difference  between  its  own  functional  currency  and  that  of  its  foreign  operation. 

o Any  entity  or  entities  within  a group  can  hold  a hedging  instrument  in  a hedge  of  a net 
investment  in  a foreign 

o operation.  The  parent  entity  holding  the  net  investment  in  a foreign  operation  therefore 
does  not  also  have  to  hold  the  hedging  instrument. 

o How  an  entity  should  determine  the  amounts  to  be  reclassified  from  equity  to  profit  or 
loss  for  both  the  hedging  instrument  and  the  hedged  item  when  the  entity  disposes  of 
the  investment. 

0 IAS  39  (AC  133)  Financial  Instruments:  Recognitiori  and  Measurement  must  be  applied 
to  determine  the  amount  that  needs  to  be  reclassified  to  profit  or  loss  from  the  foreign 
currency  translation  reserve  in  respect  of  the  hedging  instrument,  and  IAS  21  (AC  112) 

The  Effects  of  Changes  In  Foreign  Exchange  Rates  must  be  applied  in  respect  of  the 
hedged  item. 

The  effective  date  of  the  interpretation  Is  for  years  beginning  on  or  after  01  October  2008.  The 
municipality  has  adopted  the  interpretation  for  the  fiist  time  in  the  2010  annual  financial  statements. 
In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s  operations. 

2.2  IFRIC  15  (AC  448)  Agreements  for  the  Construction  of  Real  Estates 

(FRIG  15  (AC  448)  specifies  whether  an  agreement  for  the  construction  of  real  estate  is  within 
the  scope  of  IAS  1 1 (AC1 09):  construction  Contracts  or  IAS  1 6 (AC  1 1 1 ):  revenue,  and  thus 
impacts  the  related  recognition  of  revenue.  An  agreement  for  the  construction  of  real  estate  is  a 
construction  contract  within  the  scope  of  IAS  1 1 (AC  109)  only  when  the  buyer  is  able  to  specify 
the  major  structural  elements  of  the  design  of  the  real  estate  before  construction  begins  and/or 
specify  major  structural  changes  once  construction  Is  in  progress.  Revenue  in  such  cases 
should  be  determined  in  accordance  with  the  percentage  of  completion  of  the  contract.  In  all 
other  cases,  IAS  1 8 (AC  1 1 1 ) applies.  If  IAS  1 8 (AC  1 11 ) applies  and  the  entity  is  required  to 
provide  the  materials  for  the  construction  as  well  as  carry  out  the  construction  activity,  the 
supply  represents  the  sale  of  goods.  In  such  cases,  revenue  is  recognised  on  delivery  of  the 
constructed  asset,  if  the  entity  is  not  required  to  provide  materials,  but  only  to  construct  the  real 
estate,  the  supply  Is  the  rendering  of  services,  and  revenue  should  be  recognised  on  the 
percentage  of  completion  basis. 

The  effective  date  of  the  Interpretation  is  for  years  beginning  on  or  after  01  January  2009.  The 
municipality  has  adopted  the  interpretation  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s 
operations 
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2.3  IFRS  2 {AC  139)  Amendment:  IFRS  2 - Share-based  Payment:  Vesting  Condittons 
and  Cancellations 

The  amendment  clarifies  that  vesting  conditions  are  only  performance  conditions  or  service 
rnnditions  All  other  conditions  are  non-vesting  conditions.  Non-vesting  conditions  are 
accounted  for  in  the  same  manner  as  market  conditions.  It  further  clarifies  that  ,f  e-ther  pa^^n 
choose  not  to  satisfy  a non-vesting  condition,  then  the  arrangement  is  treated  as  a cancellation 

upon  non  fulfilment  of  that  condition. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009.  The 
municSrhas  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financia 
statements^  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality 

operations. 

2 4 IAS  32  (AC  125)  Financial  Instruments:  Presentation  and  IAS  1 (AC  101) 

Presentation  of  Financial  Statetnente  Amendment:  Puttable  Financial  Instruments 

and  obligations  Arising  on  Liquidation 

The  revision  requires  that  certain  puttable  financial  instrumente  f on 
imnnse  on  the  entity  an  obligation  to  deliver  a pro  rata  share  of  the  net  assets 
liouidation  should  be  classified  as  equity  if  certain  conditions  are  met.  Any  classifications  of  such 
items  are  to  be  disclosed  in  the  financial  statements,  together  with  information  concerning  the 
entity's  objectives  and  policies  with  regards  to  managing  such  obligations. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  January  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
st^erents  Jn  tL  current  financial  year,  the  standard  is  not  relevant  to  the  municipahty  a 

operations. 

2.5  May  2008  Annual  Improvements  to  IFRS’s:  AmendmenU  to  IFRS  7 (AC  144) 
Financial  Instruments:  Disclosures 

The  amendment  relates  to  changes  in  the  Implementation  Guidance  of  the  Standard. 
interest  income'  was  removed  as  a component  of  finance  costs  from  paragraph  iG1 3 This  was 
lo  remCe  inconsistency  with  the  requirement  of  IAS  1 (AC  101)  Presentation  of  Financial 
Statements  which  precludes  the  offsetting  of  income  and  expenses. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009.  The 
municSly  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financia 
statements^  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality  s 

operations. 
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2,6  May  2008  Annual  Improvements  to  lFRS*s:  Amendments  to  IAS  19  (AC  116) 
Employee  Benefits 

With  regards  to  curtailments  and  negative  past  service  costs  clarification  has  been  made  that: 
o When  a plan  amendment  reduces  benefits,  the  effect  of  the  reduction  for  future  service 
Is  a curtailment  and  the  effect  of  any  reduction  for  past  service  is  a negative  past  service 
cost; 

o Negative  past  service  cost  arises  when  a change  in  the  benefits  attributable  to  past 
service  results  In  a reduction  In  the  present  value  of  the  defined  benefit  obligation;  and 
o A curtailment  may  arise  from  a reduction  in  the  extent  to  which  future  salary  increases 
are  linked  to  the  benefits  payable  for  past  service. 

The  definition  of  ‘return  on  plan  assets’  has  also  been  amended  to  require  the  deduction  of  plan 
administration  costs  only  to  the  extent  that  such  costs  have  not  been  reflected  in  the  actuarial 
assumptions  used  to  measure  the  defined  benefit  obligation.  The  term  "fall  due”  in  the  definition 
of  "short  term  employee  benefits"  has  been  replaced  with  "due  to  be  settled”. 

The  effective  date  of  the  amendment  Is  for  years  beginning  on  or  after  01  January  2009.  The 
municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements,  in  the  current  financial  year,  the  standard  Is  not  relevant  to  the  municipality’s 
operations. 

2.7  May  2008  Annual  Improvements  to  IFRS’s:  Amendments  to  IFRS  7 (AC  144) 
Financial  Instruments:  Disclosures;  IAS  32  (AC  125)  Financial  Instruments: 
Presentation;  IAS  28  (AC  110)  Investments  in  Associates  and  IAS  31  (AC  119) 
Interests  in  Joint  Vehtures 

The  amendment  adjusted  the  disclosure  requirements  of  investments  in  associates  and 
interests  in  joint  ventures  which  have  been  designated  as  at  fair  value  through  profit  or  loss  or 
are  classified  as  held  for  trading.  The  amendment  provides  that  only  certain  specific  disclosure 
requirements  of  IAS  28  (AC  1 10)  Investments  in  Associates  and  IAS  31  (AC  1 19)  Interests  in 
Joint  Ventures  are  required  together  with  the  disclosures  of  IFRS  7 (AC  144)  Financial 
Instruments:  Disclosures;  IAS  32  (AC  125)  Financial  Instruments:  Presentation. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009.  The 
municipality  has  adopted  the  amendment  for  the  first  time  in  the  201 0 annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's 
operations. 

2.8  May  2008  Annual  Improvements  to  IFRS’s:  Amendments  to  IAS  36  (AC  128) 
impairment  of  Assets 

The  amendment  requires  disclosures  of  estimates  used  to  determine  the  recoverable  amount  of 
cash-generating  units  containing  goodwill  or  intangible  assets  with  Indefinite  useful  lives. 
Specifically,  the  following  disclosures  are  required  when  discounted  cash  flows  are  used  to 
estimate  fair  value  less  costs  to  sell: 

o The  period  over  which  management  has  projected  cash  flows; 
o The  growth  rate  used  to  extrapolate  cash  flow  projections;  and 
o The  discount  rate(s)  applied  to  the  cash  flow  projections. 

The  effective  dale  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009. 
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The  municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements.  The  interpretation  has  no  impact  on  the  accounting  policies  already  adopted. 

2.9  May  2008  Annual  Improvements  to  IFRS’s:  Amendments  to  IAS  39  (AC  133) 
Financial  Instruments:  Recognition  and  Measurement 

IAS  39  (AC  133)  prohibits  the  classification  of  financial  Instruments  into  or  out  of  the  fair  value 
through  profit  or  loss  category  after  Initial  recognition.  The  amendments  set  out  a number  of 
changes  in  circumstances  that  are  not  considered  to  be  reclassifications  for  this  purpose. 

The  amendments  have  also  removed  references  to  the  designation  of  hedging  instruments  at 
the  segment  level.  The  amendments  further  clarify  that  the  revised  effective  interest  rate 
calculated  when  fair  value  hedge  accounting  ceases,  in  accordance  with  paragraph  92  IAS  39 
(AC  133)  should  be  used  for  the  re-measurement  of  the  hedged  item  when  paragraph  AGS  of 
IAS  39  (AC  133)  is  applicable. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009.  The 
municipality  has  adopted  the  amendment  for  the  first  time  in  the  201 0 annual  financial  statements. 
The  Interpretation  has  no  impact  on  the  current  financial  statements. 

2.10  IAS  36  (AC  128)  Impairment  of  Assets:  Consequential  amendments 

Under  certain  circumstances,  a dividend  received  from  a subsidiary,  associate  or  joint  venture 
could  be  an  Indicator  of  impairment.  This  occurs  when: 

0 Carrying  amount  of  investment  in  separate  financial  statements  is  greater  than  carrying 
amount  of  Investee's  net 

o assets  including  goodwill  in  consolidated  financial  statements  or 
o Dividend  exceeds  total  comprehensive  Income  of  investee  In  period  dividend  is  declared. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009.  The 
municipality  has  adopted  the  amendment  for  the  first  lime  In  the  201 0 annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's 
operations. 

2.11  IFRS  3 (AC  140)  (Revised)  Business  Combinations 

The  revisions  to  IFRS  3 (AC  140)  Business  combinations  require: 
o Acquisition  costs  to  be  expensed. 

o Non-controlling  interest  to  either  be  calculated  at  fair  value  or  at  their  proportionate  share 
of  the  net  identifiable  assets  of  the  acquiree. 

o Contingent  consideration  to  be  included  in  the  cost  of  the  business  combination  without 
further  adjustment  to  goodwill,  apart  from  measurement  period  adjustments, 
o All  previous  interests  in  the  acquiree  to  be  remeasured  to  fair  value  at  acquisition  date 
when  control  is  achieved  in  stages,  and  for  the  fair  value  adjustments  to  be  recognised 
in  profit  or  loss. 

o Goodwill  to  be  measured  as  the  difference  between  the  acquisition  date  fair  value  of 
consideration  paid,  non-controlling  interest  and  fair  value  of  previous  shareholding  and 
the  fair  value  of  the  net  identifiable  assets  of  the  acquiree, 
o The  acquirer  to  reassess,  at  acquisition  date,  the  classification  of  the  net  identifiable 
assets  of  the  acquiree,  except  for  leases  and  insurance  contracts, 
o Contingent  liabilities  of  the  acquiree  to  only  be  Included  in  the  net  identifiable  assets 
when  there  is  a present  obligation  with  respect  to  the  contingent  liability. 
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The  effective  date  of  the  standard  Is  for  years  beginning  on  or  after  01  July  2009.  The 
municipality  has  adopted  the  standard  for  the  first  time  In  the  2010  annual  financial  statements. 
In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s  operations. 

2.12  IAS  12  (AC  102)  Income  Taxes  - consequential  amendments  due  to  IAS  27  (AC 
132)  (Amended)  Consolidated  and  Separate  Financial  Statements 


The  amendment  is  as  a result  of  amendments  to  IAS  27  (AC  132)  Consolidate  and  Separate 
Financial  Statements.  The  amendment  refers  to  situations  where  a subsidiary,  on  acquisition 
date,  did  not  recognise  a deferred  tax  asset  in  relation  to  deductible  temporary  differences, 
because,  for  example,  there  may  not  have  been  sufficient  future  taxable  profits  against  which  to 
utilise  the  deductible  temporary  differences.  If  the  deferred  tax  asset  subsequently  becornes 
recognisable,  the  amendment  now  requires  that  the  deferred  tax  asset  should  be  recognised 
against  goodwill  (and  profit  or  loss  to  the  extent  that  it  exceeds  goodwill),  only  if  it  results  from 
information  in  the  measurement  period  about  circumstances  that  existed  at  acquisition  date.  No 
adjustment  may  be  made  to  goodwill  for  information  outside  of  the  measurement  period. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  July  2009, 

The  municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s 
operations. 

2.13  May  2008  Annual  Improvements  to  IFRS’s:  Amendments  to  IFRS  5 (AC  142)  Non- 
current  Assets  Held  for  Sale  and  Discontinued  Operations 

The  amendment  clarifies  that  assets  and  liabilities  of  a subsidiary  should  be  classified  as  held 
for  sale  If  the  parent  is  committed  to  a plan  involving  loss  of  control  of  the  subsidiary,  regardless 
of  whether  the  entity  will  retain  a non-controlling  interest  after  the  sale. 

The  effective  date  of  the  amendment  Is  for  years  beginning  on  or  after  01  July  2009. 

The  municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s 
operations. 

2.14  IAS  39  (AC  133)  Financial  Instruments:  Recognition  and  Measurement  - 
Amendments  for  eligible  hedged  items 

The  amendment  provides  clarification  on  two  hedge  accounting  issues: 
o inflation  in  a financial  hedged  item  and 
o A one  sided  risk  In  a hedged  Item. 

The  effective  date  of  the  amendment  Is  for  years  beginning  on  or  after  01  July  2009. 

The  municipality  has  adopted  the  amendment  for  the  first  time  In  the  2010  annual  financial 
statements,  in  the  current  financial  year,  the  standard  Is  not  relevant  to  the  municipality's 
operations. 

2.15  Amendment  to  IAS  39  (AC  133)  and  IFRS  7 (AC  144):  Reclassification  of  Financial 
Assets 
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The  amendment  permits  an  entity  to  reclassify  certain  financial  assets  out  of  the  fair  value 
through  profit  or  loss  category  if  certain  stringent  conditions  are  met.  It  also  permits  an  entity  to 
transfer  from  the  available  for  sale  category  to  loans  and  receivables  under  certain 
circumstances.  Additional  disclosures  are  required  in  the  event  of  any  of  these  reclassifications. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  July  2009. 

The  municipality  has  adopted  the  amendment  for  the  first  time  in  the  201 0 annua!  financial 
statements.  The  interpretation  has  no  impact  on  the  current  financial  statements. 

2.16  GRAP  4:  The  Effects  of  Changes  in  Foreign  Exchange  Rates 

The  initial  application  of  GRAP  4 will  have  no  impact  on  the  annual  financial  statements. 

The  foilowing  Directives  also  need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions,  requires  retrospective  application  on  the  initial  adoption  of  the  Standard  except  for 
the  acquisition  of  foreign  operations. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  201 0 annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s 
operations. 

2.17  GRAP  5:  Borrowing  Costs 

This  Standard  allows  entities.  In  the  exceptionally  rare  cases,  to  expense  borrowing  costs  that 
are  directly  attributable  to  the  acquisition,  construction  or  production  of  a qualifying  asset.  This 
applies  when  it  Is  inappropriate  to  capitalise  borrowing  costs.  It  is  inappropriate  to  capitalise 
borrowing  costs  when,  and  only  when,  there  is  clear  evidence  that  it  is  difficult  to  link  the 
borrowing  requirement  of  an  entity  directly  to  the  nature  of  the  expenditure  to  be  funded  i.e. 
capital  or  current.  In  such  cases,  an  entity  shall  expense  those  borrowing  costs  related  to  a 
qualifying  asset  directly  to  the  statement  of  financial  perforrnahce.  The  following  Directives  also 
need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  that  the  Standard  will  only  apply  to  borrowing  costs  incurred  on  qualifying 
assets  where  the  commencement  date  for  capitalisation  is  on  or  after  the  effective  date  of  the 
Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  that  the  Standard 
will  only  apply  to  borrowing  costs  incurred  on  qualifying  assets  where  the  commencement  date 
for  capitalisation  is  on  or  after  the  effective  date  of  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires  only 
prospective  application  of  the  Standard  and  only  will  apply  to  borrowing  costs  incurred  on 
qualifying  assets  where  the  commencement  date  for  capitalisation  is  on  or  after  the  effective 
date  of  the  Standard. 

The  effective  dale  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009.  The 
municipality  has  adopted  the  standard  for  the  first  time  in  the  201 0 annual  financial  statements. 
In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s  operations. 
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2.18  GRAP  6:  Consolidated  and  Separate  Financial  Statements 

GRAP  6 includes  specific  guidance  on  whether  control  exists  and  on  power  conditions  to 
determine  whether  control  exits  in  a public  sector  context  — public  sector  entities  need  to 
consider  impact  of  this  guidance  to  determine  whether  an  Investment  should  be  accounted  for  in 
accordance  with  GRAP  6.  GRAP  6 includes  specific  guidance  and  explanatory  material  on  the 
accounting  of  special  purpose  entities  adopted  from  SIC  12  - SA  specific  public  sector 
amendment.  Public  sector  entities  need  to  consider  impact  of  this  guidance  to  determine 
whether  an  investrhent  should  be  accounted  for  in  accordance  with  GRAP  6.  The  initial 
application  of  GRAP  6 will  have  no  impact  on  the  annual  financial  statements.  The  following 
Directives  also  need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  arid  constitutional 
institutions,  requires  retrospective  application  of  the  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard  for  separate  annual  financial  statements.  For  consolidated  annual 
financial  statements  the  result  of  Initially  adopting  the  Standard  shall  be  recognised  in  the 
economic  entity  as  an  adjustment  to  the  opening  balance  of  accumulated  surplus  or  deficit  and 
comparative  information  need  not  be  restated  for  the  economic  entity. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard  for  separate  annual  financial  statements.  For 
consolidated  annual  financial  statements  the  result  of  Initially  adopting  the  Standard  shall  be 
recognised  in  the  economic  entity  as  an  adjustment  to  the  opening  balance  of  accumulated 
surplus  or  deficit  and  corhparative  information  need  not  be  restated  for  the  economic  entity. 

The  effective  date  of  the  standard  Is  for  years  beginning  on  or  after  01  April  2009.  • 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  201 0 annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's 
operations. 

2.19  GRAP  7:  Investments  in  Associates 

An  associate  is  an  entity  in  which  the  investor  has  significant  influence  and  which  is  neither  a 
controlled  entity  nor  a joint  venture  of  the  investor.  Significant  influence  is  the  power  to 
participate  in  the  financial  and  operating  policy  decisions  of  the  investee,  but  Is  not  control  over 
those  policies.  The  investor  must  exercise  judgement  in  the  context  of  all  available  information 
to  determine  if  it  has  significant  influence  over  an  investee.  An  investor  accounts  for  investments 
In  associates  in  the  consolidated  annual  financial  statements  using  the  equity  method.  The  initial 
application  of  GRAP  7 will  have  no  impact  on  the  annual  financial  statements.  The  following 
Directives  also  need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions,  requires  retrospective  application  of  the  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard  for  separate  annual  financial  statements.  Any  adjustments  required 
to  annual  financial  statements  as  a result  of  initially  applying  the  equity  method  shall  be 
recognised  as  an  adjustment  to  the  opening  balance  of  accumulated  surplus  or  deficit  of  the 
period  in  which  the  Standard  is  adopted.  Comparative  information  need  not  be  restated  in  these 
annual  financial  statements. 
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Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard  for  separate  annual  financial  statements.  Any 
adjustments  required  to  annua!  financial  statements  as  a result  of 

initially  applying  the  equity  method  shall  be  recognised  as  an  adjustment  to  the  opening  balance 
of  accumulated  surplus  or  deficit  of  the  period  in  which  the  Standard  is  adopted.  Comparative 
information  need  not  be  restated  in  these  annual 
financial  statements. 

The  effective  date  of  the  standard  is  for  years  beginning  on  of  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  201 0 annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s 
operations. 

2.20  GRAP  8:  Interests  in  Joint  Ventures 

GRAP  8 uses  a different  definition  for  joint  venture  and  joint  control  - contractual  arrangement 
has  been  replaced  by  binding  arrangement  (public  sector  amendment)  - public  entities  need  to 
review  current  arrangements  to  determine  whether  they  fall  within  the  scope  of  GRAP  8 as  a 
result  of  the  public  sector  amendment.  Applying  the  definition  of  joint  control  as  defined  in  this 
Standard  may  result  in  the  identification  of  other  entities  that  are  also  jointly  controlled  ventures 
in  addition  to  those  identified  by  complying  with  applicable  legislation.  GRAP  8 incorporates 
guidance  adopted  from  S1C13  on  Non-monetary  Contributions  by  ventures  issued  by  the  lASB 
i.e,  provisions  for  accounting  for  non-rnonetary  contributions  to  a jointly  controlled  entity  in 
exchange  for  an  equity  interest  in  the  jointly  controlled  entity  that  is  accounted  for  using  either 
the  equity  method  of  proportionate  consolidation.  (Par.57-62).  The  following  Directives  also 
need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
Institutions,  requires  retrospective  application  of  the  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard  for  separate  annual  financial  statements.  Any  adjustments  required 
to  annual  financial  statements  as  a result  of  initially 

applying  the  equity  or  proportionate  consolidation  method  shall  be  recognised  as  an  adjustment 
to  the  opening  balance  of  accumulated  surplus  or  deficit  of  the  period  in  which  the  Standard  is 
adopted.  Comparative  information  need  not  be  restated  in  these  annual  financial  statements. 
Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard  for  separate  annual  financial  statements.  Any 
adjustments  required  to  annual  financial  statements  as  a result  of  ihitialiy  applying  the  equity  or 
proportionate  consolidation  method  shall  be  recognised  as  an  adjustment  to  the  opening  balance 
of  accumulated  surplus  or  deficit  of  the  period  In  which  the  Standard  is  adopted.  Comparative 
information  need  not  be  restated  in  these  annual  financial  statements. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  firet  time  In  the  201 0 annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's 
operations. 

2.21  GRAP  9:  Revenue  from  Exchange  Transactions 

The  definition  of  revenue  in  terms  of  GRAP  9 incorporates  the  concept  of  service  potential. 
Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  when  those  inflows  result 
in  an  increase  in  net  assets,  other  than  increases  relating  to  contributions  from  owners.  Entities 
may  derive  revenue  from  exchange  or  non-exchange  transactions. 
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An  exchange  transaction  Is  one  in  which  the  entity  receives  resources  or  has  liabilities 
extinguished,  and  directly  gives  approwmately  equal  value  to  the  other  party  in  exchange.  Non- 
exchange revenue  transaction  is  a transaction  where  an  entity  receives  value  from  another 
entity  without  directly  giving  approximately  equal  value  in  exchange. 

An  entity  recognises  revenue  when  It  is  probable  that  economic  benefits  or  service  potential 
will  flow  to  the  entity,  and  the  entity  can  measure  the  benefits  reliably. 

GRAP  9 clarifies  that  this  Standard  only  applies  to  revenue  from  exchange  transactions. 

Other  than  terminology  difference,  there  is  no  effect  on  initial  adoption  of  Standard  on  GRAP  9. 
The  following  Directives  also  need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  In  the  2010  annual  financial 
statements.  The  relevant  accounting  policy  on  revenue  is  In  line  with  this  interpretation. 

2.22  GRAP  10:  Financial  Reporting  in  Hyperinflationary  Economies 

GRAP  10  includes  additional  guidance  as  adopted  from  Financial  Reporting  in  Hyperinfiationary 
Economies  (IFRIC  7)  on  Applying  the  Restatement  Approach. 

The  initial  application  of  GRAP  4 will  have  no  impact  on  the  annual  financial  statements. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009.  The 
municipality  has  adopted  the  standard  for  the  first  time  in  the  201 0 annual  financial  statements. 
In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s  operations. 

2.23  GRAP  11:  Construction  Contracts 

The  definition  for  "construction  contract”  was  expanded  by  including  a binding  arrangement  that 
do  not  take  the  form  of  a legal  contract  within  the  scope  of  the. Standard. 

Definition  for  “cost  plus  or  cost  based  contract"  has  been  expanded  to  include  commercially- 
based  contract. 

The  scope  has  been  expanded  to  include  cost  based  and  non-commercial  contracts. 

Public  entities  need  to  review  contracts  to  determine  whether  they  fall  within  the  scope  of  the 
Standard  based  on  the  above  changes. 

GRAP  1 1 incorporates  the  concept  of  service  potential  In  the  condition  to  determine  whether  the 
outcome  of  a construction  contract  can  be  estimated  reliably.  The  requirement  to  recognise  an 
expected  deficit  on  a contract  immediately  when  it  becomes  probable  that  contract  costs  will 
exceed  total  contract  revenue  applies  only  to  contracts  in  which  It  is  intended  at  the  inception  of 
the  contract  that  contract  costs  are  to  be  fully  recovered  from  the  parties  to  that  contract 
{par.47). 

Other  than  the  above  requirements,  there  is  no  other  effect  on  initial  adoption  of  GRAP  1 1 . 

The  following  Directives  also  need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 
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Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospect  application  of  the  Standard. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  201 0 annua!  financial 
statements.  The  interpretation  has  no  impact  on  the  current  financial  statements. 

2.24  GRAP  12:  Inventories 

GRAP  1 2 includes  the  definition  of  current  replacement  costs  as  the  cost  the  entity  would  Incur 
to  acquire  the  asset  on  the  reporting  date.  GRAP  12  also  includes  the  principal  of  service 
potential  associated  with  the  item  that  vwl!  flow  to  the  entity  as  part  of  recognition  criteria  for 
Inventories  as  well  as  the  concept  of  goods  purchased  or  produced  for  distribution  at  no  charge 
or  for  a nominal  consideration,  which  Is  specific  to  the  public  sector. 

Initial  measurement  is  required  at  cost  (an  exchange  transaction)  and  where  inventories  are 
acquired  at  no  cost  or  nominal  consideration  (non-exchange  transaction),  their  cost  shall  be 
their  fair  value  at  acquisition  date.  Subsequent  measurement  shall  be  at  lower  of  cost  and  net 
realisable  value  except  if  inventories  are  held  fon 

o distribution  at  no  charge  or  for  a nominal  charge,  or 

o consumption  in  the  production  process  of  goods  to  be  distributed  at  no  charge  orfor  a 
nominal  charge. 

If  the  above  applies  then  subsequent  measurement  shall  be  at  the  lower  of  cost  or  current 
replacement  cost.  The  retail  method  of  measurement  of  cost  is  excluded  from  GRAP  12. 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  tNs  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  niunicipalitieS  requires 
retrospective  application  of  the  Standard.  However,  entities  are  not  required  to  measure 
inventories  in  accordance  with  the  requirements  of  the  Standard 

for  reporting  periods  beginning  on  or  after  a date  within  three  years  following  the  date  of  initial 
adoption  of  the  Standard. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  The  interpretation  has  no  impact  on  the  accounting  policies  already  adopted.. 

2.25  GRAP  13:  Leases 

GRAP  13  Incorporates  additional  guidance  on  the  concept  of  substance  and  legal  form  of  a 
transaction,  to  illustrate  the  difference  between  lease  and  other  contracts  and  on  operating 
lease  incentives. 
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In  certain  circumstances,  legislation  may  prohibit  the  entering  into  certain  types  of  lease 
aqreements.  If  the  entity  has  contravened  these  legislative  requirements,  the  entity  is  still 
reouired  to  apply  the  requirements  of  GRAP  13.  Other  than  the  abovementioned  requirement's 
there  is  no  other  impact  on  the  initial  adoption  of  GRAP13.  The  following  Directives  also  need  to 
be  considered: 


Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  the  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 

application  of  the  Standard.  *u^ 

Where  items  have  not  been  recognised  as  a result  of  transitional  provisions  under  the  Standard 
of  GRAP  on  Property,  Plant  and  Equipment,  the  recognition  requirements  of  the  Standard  would 
not  apply  to  such  items  until  the  transitional  provision  in  that  Standard  expires. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard.  Where  items  have  not  been  recognised  as  a result  of 
transitional  provisions  under  the  Standard  of  GRAP  on  Property,  Plant  and  Equipment  or  the 
Standard  of  GRAP  on  Agriculture,  the  recognition  requirements  of  the  Standard  would  not  apply 
to  such  items  until  the  transitional  provision  in  that  Standard  expires. 


The  effective  date  of  the  standard  Is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  The  interpretation  has  no  impact  on  the  accounting  policies  adopted. 


2.26  GRAP  14:  Events  after  the  reporting  date 

An  event  which  could  be  favourable  or  unfavourable,  that  occurs  between  the  reporting  date 
and  the  date  the  annual  financial  statements  are  authorised  for  issue.  GRAP  14  req^Uires  the 
date  of  authorisation  for  issue  is  the  dale  on  which  the  annual  financial  statements  hsve 
received  approval  from  management  to  be  issued  to  the  executive  authority  or  municipal 
council. 

Two  types  of  events  can  be  identified;  , . .. 

o those  that  provide  evidence  of  conditions  that  existed  at  the  reporting  date  adjusting 
events  after  the  reporting  date);  and  , i- 

o those  that  are  indicative  of  conditions  that  arose  after  the  reporting  date  (non-adjusting 
events  after  the  reporting  date). 

An  entity  shall  adjust  the  amounts  recognised  in  its  annua!  financial  statements  to  reflect 

adjusting  events  after  the  reporting  date.  ....  . » « 

An  entity  shall  not  adjust  the  amounts  recognised  in  Its  annual  financial  statements  to  reflect 

non-adjusting  events  after  the  reporting  date. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  lime  in  the  2010  annual  financial 
statements.  It  is  unlikely  that  the  interpretation  will  have  an  impact  on  the  current  financial 
statements. 


2.27  GRAP  16:  Investment  Property 

Investment  property  includes  property  held  to  earn  rentals  and/or  for  capital  appreciation,  rather 
than  held  to  meet  service  delivery  objectives,  the  producUon  or  supply  of  goods  or  services,  or 
the  sale  of  an  asset  in  the  ordinary  course  of  an  entity's  operations.  GRAP  16  states  that  the 
use  of  property  to  provide  housing  as  a social  service  does  not  qualify  as  Investment  property 
even  though  rentals  are  earned. 


! 
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At  initial  recognition,  investment  property  is  measured  at  cost  including  transaction  costs. 
However,  where  an  entity  acquires  investment  property  through  a non-exchange  transaction 
(i.e.  where  it  acquired  the  investment  property  for  no  or  a nominal  value),  its  cost  Is  Its  fair  value 
as  at  the  date  of  acquisition.  The  cost  of  self-constructed  investment  property  is  the  cost  at  date 
of  completion. 

After  initial  recognition,  entitles  can  carry  investment  property  at  either  the  fair  value  (fair  value 
model)  or  cost  less  accumulated  depreciation  and  accumulated  impairment  (cost  model). 

An  entity  Is  required  to  disclose  the  fair  value  of  investment  property  if  the  cost  model  is  used. 
When  an  entity  carries  investment  properties  at  fair  value,  the  fair  value  needs  to  be  determined 
at  every  reporting  date.  Gains  or  losses  arising  from  changes  In  fair  value  are  included  in 
surplus  or  deficit  for  the  period  in  which  they  arise.  The  following  Directives  also  need  to  be 
considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard.  However,  entitles  are  not  required  to  measure 
investment  properties  in  accordance  with  the  requirements  of  the  Standard  for  reporting  periods 
beginning  on  or  after  a date  within  three  years  following  the  dale  of  initial  adoption  of  the 
Standard. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009.  The 
municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial  statements. 
In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s  operations. 

2.28  GRAP  17:  Property,  Plant  and  Equipment 

GRAP  17  does  not  require  or  prohibit  the  recognition  of  heritage  assets  but  if  an  entity 
recognises  heritage  assets  the  entity  needs  to  comply  with  GRAP  1 7 disclosure  requirements. 
Additional  commentary  has  been  included  in  to  clarify  the  applicability  of  infrastructure  assets  to 
be  recognised  in  terms  of  GRAP17.  Where  an  entity  acquires  an  asset  through  a non-exchange 
transaction,  i.e.  for  a nominal  or  no  consideration,  its  cost  Is  Its  fair  value  as  at  the  date  of 
acquisition.  The  disclosure  requirement  for  temporarily  idle,  fully  depreciated  property,  plant  and 
equipment  and  for  property,  plant  and  equipment  that  are  retired  from  active  use  is  required  in 
GRAP  1 7 whereas  (AS  16  only  encourages  this  disclosure.  The  following  Directives  also  need 
to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard.  However,  entities  that  applied  the  transitional  provisions  in  the 
Standard  of  GAMAP  on  Property,  Plant  and  Equipment  may  continue  to  take  advantage  of 
those  transitional  provisions  until  they  expire. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard.  However,  entitles  that  applied  the  transitional 
provisions  in  the  Standard  of  GAMAP  on  Property,  Plant  and  Equipment  may  continue  to  take 
advantage  of  those  transitional  provisions  until  they  expire.  Entitles  are  also  not  required  to 
measure  classes  of  Property,  Plant  and  Equipment  in  accordance  with  the  requirements  of  the 
Standard  for  reporting  periods  beginning  on  or  after  a date  within  three  years  following  the  date 
of  initial  adoption  of  the  Standard. 
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The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009.  The 
municipality  has  adopted  the  standard  for  the  first  time  In  the  2010  annual  financial  statements. 
The  relevant  policy  on  property,  plant  and  equipment  Is  In  line  with  this  standard. 

2.29  GRAP  18:  Segment  Reporting 

Segments  are  identified  by  the  way  In  which  information  is  reported  to  management,  both  for 
purposes  of  assessing  performance  and  making  decisions  about  how  future  resources  will  be 
allocated  to  the  various  activities  undertaken  by  the  entity.  The  major  classifications  of  activities 
identified  in  budget  documentation  will  usually  reflect  the  segments  for  which  an  entity  reports 
information  to  management.  Segment  inforrhation  Is  either  presented  based  on  service  or 
geographical  segments.  Service  segments  relate  to  a distinguishable  component  of  an  entity 
that  provides  specific  outputs  or  achieves  particular  operating  objectives  that  are  in  line  with  the 
entity's  overall  mission.  Geographical  segments  relate  to  specific  outputs  generated,  or 
particular  objectives  achieved,  by  an  entity  within  a particular  region. 

This  Standard  has  been  approved  by  the  Board  but  Its  effective  date  has  not  yet  been 
determined  by  the  Minister  of  Finance.  The  effective  date  indicated  is  a provisional  date  and 
could  change  depending  on  the  decision  of  the  Minister  of  Finance. 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions,  states  that  no  comparative  segment  information  need  to  be  presented  oh  initial 
adoption  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  states  that  no  comparative 
segment  information  need  to  be  presented  on  Initial  adoption  of  the  Standard.  Where  Items 
have  no  been  recognised  as  a result  of  transitional  provisions  under  the  Standard  of  GRAF  on 
Property,  Plant  and  Equipment,  recognition  requirements  of  this  Standard  would  not  apply  to 
such  items  until  the  transitional  provision  in  that  Standard  expires. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  stales  that  no 
comparative  segment  information  need  to  be  presented  on  initial  adoption  of  the  Standard. 
Where  items  have  not  been  recognised  as  a result  of 

transitional  provisions  un  the  Standard  of  GRAP  on  Property,  Plant  and  Equipment  and  the 
Standard  of  GRAP  on  Agriculture,  the  recognition  requirements  of  the  Standard  would  hot  apply 
to  such  Items  until  the  transitional  provision  in  that  standard  expires. 

The  effective  date  of  the  standard  is  for  years  beginning  oh  or  after  01  April  201 1 . 

The  municipality  expects  to  adopt  the  standard  for  the  first  lime  in  the  201 2 annual  financial 
statements.  It  is  unlikely  that  the  standard  will  have  a material  impact  on  the  municipality's 
annual  financial  statements. 

2.30  GRAP  1 9:  Provisions,  Contingent  Liabilities  and  Contingent  Assets 

GRAP  19  exclude  from  its  scope  those  provisions  and  contingent  liabilities  arising  from  social 
benefits  for  which  it  does  not  receive  consideration  that  Is  approximately  equal  to  the  value  of 
goods  and  services  provided  directly  In  return  from  the  recipients  of  those  benefits.  For  the 
purpose  of  GRAP  19,  social  benefits  refers  to  goods,  services  and  other  benefits  provided  in  the 
pursuit  of  the  social  policy  objective  of  a government.  This  Standard  includes  guidance  on  the 
accounting  of  these  social  benefits.  Outflow  of  resources  embodying  service  potential  also 
needs  to  be  considered  in  when  assessing  If  a present  obligation  that  arises  from  past  events 
exists  or  not. 


30 


GREATER  GiYANl  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2011 

NEW  STANDARDS  AND  INTERPRETATIONS 

The  Standard  includes  accounting  for  obligations  to  make  additional  contributions  to  a fund. 

This  is  similar  to  the  requirements  of  1FRIC5  (AC438).  It  further  includes  the  accounting  for  the 
changes  in  existing  decommissioning,  restoration  and  similar  liabilities.  This  is  similar  to  the 
requirements  ofIFRICI  {AC434). 

GRAP  19  give  specific  guidance  regarding  restructuring  by  way  of  transfers  that  will  take  place 
under  a government  directive  and  will  not  Involve  binding  agreements.  An  obligation  exists  only 
when  there  is  a binding  transfer  agreement.  Additional  disclosure  for  each  class  of  provision 
regarding  reductions  in  the  carrying  amounts  of  provisions  that  result  from  payments  or  other 
outflows  of  economic  benefits  or  service  potential  made  during  the  reporting  period  and 
reductions  in  the  carrying  amounts  of  provisions  resulting  from  re-measurement  of  the  estimated 
future  outflow  of  economic  benefits  or  service  potential,  or  from  settlement  of  the  provisions 
without  cost  to  the  entity.  If  an  external  valuation  is  use  to  measure  a provision  the  information 
relating  to  the  valuation  can  usefully  be  disclosed. 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard. 

However,  where  Items  have  not  been  recognised  as  a result  of  transitional  provisions  under  the 
Standard  on  Property.  Plant  and  Equipment,  the  recognition  requirements  of  the  Standard  on 
Provisions.  Contingent  Liabilities  and  Contingent  Assets  would  not  apply  to  such  Items  until  the 
transitional  provisions  in  that  Standard  expire. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  applicatiori  of  the  Standard.  However,  where  Items  have  not  been  recognised  as  a 
result  of  transitional  provisions  under  the  Standard  on  Property,  Plant  and  Equiphienti  the 
recognition  requirements  of  the  Standard  on  Provisions,  Coritihgent  Liabilities  and  Contingent 
Assets  would  not  apply  to  such  items  until  the  transitlohal  provisions  in  that  Standard  expire. 

The  effective  dale  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  In  the  201 0 annual  financial 
statements.  The  relevant  policy  on  provisions,  contingent  liabilities  and  contingent  assets  is  line 
with  this  interpretation. 

2.31  GRAP  23:  Revenue  from  Noh-excHaiige  Transactions 

Revenue  from  non-exchange  transactions  arises  when  art  entity  receives  value  from  another 
entity  without  directly  giving  approximately  equal  value  in  exchange.  An  asset  acquired  through 
a non-exchange  transaction  shall  initially  be  measured  at  its  fair  value  as  at  the  date  of 
acquisition.  This  revenue  will  be  measured  at  the  amount  of  Increase  in  net  assets  recognised 

by  the  entity.  , 

! 

An  inflow  of  resources  from  a non-exchange  transaction  recognised  |as  an  asset  shall  be 
recognised  as  revenue,  except  to  the  extent  that  a liability  is  recognipd  for  the  same  Inflow.  As 
an  entity  satisfies  a present  obligation  recognised  as  a liability  In  respect  of  an  inflow  of 
resources  from  a non-exchange  transaction  recognised  as  an  asset, | it  will  reduce  the  carrying 
amount  of  the  liability  recognised  as  recognise  an  amount  equal  to  tipat  reduction. 

This  Standard  has  been  approved  by  the  Board  but  Its  effective  dat^  has  not  yet  been 
determined  by  the  Minister  of  Finance.  The  effective  date  indicated  is  a provisional  date  and 
could  change  depending  on  the  decision  of  the  Minister  of  Finance.  ■ 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2010. 
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The  municipality  expects  to  adopt  the  standard  for  the  first  time  in  the  201 1 annual  financial 
statements.  It  Is  unlikely  that  the  standard  will  have  a material  impact  on  the  municipality’s 
annual  financial  statements. 

2.32  GRAP  24:  Presentation  of  Budget  Information  in  the  Financial  Statements 

Subject  to  the  requirements  of  paragraph  .19,  an  entity  shall  present  a comparison  of  the  budget 
amounts  for  which  it  is  held  publicly  accountable  and  actual  amounts  either  as  a separate 
additional  financial  statement  or  as  additional  budget  columns  in  the  financial  statements 
currently  presented  in  accordance  with  Standards  of  GRAP.  The  comparison  of  budget  and 
actual  amounts  shall  present  separately  for  each  level  of  legislative  oversight: 
o the  approved  and  final  budget  amounts; 
o the  actual  amounts  on  a comparable  basis;  and 

o by  way  of  note  disclosure,  an  explanation  of  materia!  differences  between  the  budget  for 
which  the  entity  is  held  publicly  accountable  and  actual  amounts,  unless  such 
explanation  is  included  In  other  public  documents  issued  in  conjunction  with  the  financial 
statements,  and  a cross  reference  to  those  documents  is  made  in  the  notes. 

Where  an  entity  prepares  its  budget  and  annual  financial  statements  on  a comparable  basis,  it 
includes  the  comparison  as  an  additional  column  in  the  primary  annual  financial  statements. 
Where  the  budget  and  annual  financial  statements  are  not  prepared  on  a comparable  basis,  a 
separate  statement  is  prepared  called  the  ‘Statement  of  Comparison  of  Budget  and  Actual 
Amounts'.  This  statement  compares  the  budget  amounts  with  the  amounts  in  the  annual  financial 
statements  adjusted  to  be  comparable  to  the  budget. 

A comparable  basis  means  that  the  budget  and  annual  financial  statements: 

o are  prepared  using  the  same  basis  of  accounting  I.e.  either  cash  or  accrual; 
o include  the  same  activities  and  entities; 
o use  the  same  classification  system;  and 
o are  prepared  for  the  same  period. 

This  Standard  has  been  approved  by  the  Board  but  Its  effective  date  has  not  yet  been 
determined  by  the  Minister  of  Finance.  The  effective  date  Indicated  is  a provisional  date  and 
could  change  depending  on  the  decision  of  the  Minister  of  Finance.  The  effective  date  of  the 
standard  is  for  years  beginning  oh  or  after  01  Apnl  2010.  The  municipality  expects  Ip  adopt  the 
standard  for  the  first  time  In  the  2011  annual  financial  statements.  It  is  unlikely  that  the  standard 
will  have  a material  impact  on  the  municipality’s  annual  financial  statements. 

2.33  GRAP  100:  Non-current  Assets  Held  for  Sale  and  Discontinued  Operations 

GRAP  100  includes  in  its  scope  the  reference  to  non-cash  generating  assets.  It  further  includes 
definitions  relevant  to  the  understanding  of  the  Standard  e.g.  "Non-cash-generating  assets"  are 
assets  other  than  cash-generating  assets  and  “value  in  use  of  a non-cash-generating  asset"  is 
the  present  value  of  the  asset's  remaining  service  potential.  GRAP  1 00  excludes  from  the 
description  of  a discontinued  operation  reference  to  a subsidiary  acquired  exclusively  with  a 
view  to  resale. 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entitles  and  constitutional 
institutions  requires  prospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  prospective 
application  of  the  Standard. 
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However,  the  Standard  would  not  apply  to  those  Items  that  have  not  been  recognised  as  a 
result  of  the  transitional  provisions  utiderthe  Standard  of  Property.  Plant  and  Equipment  until 
the  transitional  provision  in  that  Standard  expires. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
prospective  application  of  the  Standard.  However,  the  Standard  would  not  apply  to  those  items 
that  have  not  been  recognised  as  a result  of  the  transitional  provisions  under  the  Standards  of 
GRAP  on  Inventories,  Investment  Property.  Property,  Plant  and  Equipment,  Agriculture  and 
Intangible  Assets  until  the  transitional  provision  in  that  Standard  expires. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  In  the  2010  annual  financial 
statements.  The  interpretation  has  no  impact  on  the  accounting  policies  adopted. 

2.34  GRAP  101:  Agriculture 

GRAP  101  excludes  guidance  on  accounting  for  non-exchange  revenue  from  government 
grants  related  to  a biological  asset  as  GRAP  23  on  Revenue  from  Non-Exchange  Transactions 
will  provide  such  guidance.  Recognition  requirement  includes  the  concept  of  the  probable  flow 
of  service  potential. 

Biological  assets  acquired  at  no  or  for  a nominal  value  shall  be  measured  on  initial  recognition 
and  at  each  reporting  date  at  its  fair  value  less  estimated  point-of-sale  costs. 

Additional  disclosure  is  required  of  biological  assets  for  which  the  entity’s  use  or  capacity  to  sell 
is  subject  to  restrictions  imposed  by  regulations  that  have  a significant  irhpact  on  their  total  fair 
value  less  estimated  point-of-sale  costs. 

In  the  reconciliation  of  changes  In  the  carrying  amount  of  biological  assets  between  the 
beginning  and  the  end  of  the  current  period  it  is  also  required  to  disclose  increases  or 
decreases  due  to  transfers.  The  following  Directives  also  need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  any  adjustments 
required  to  the  previous  carrying  amounts  of  assets  and  net  assets  shall  be  recognised  as  an 
adjustment  to  the  ojDening  balance  of  accumulated  surplus  or  deficit  in  the  period  that  the 
Standard  initially  adopted.  Comparative  Infoimallon  is  not  required  to  be  restated  on  initial 
adoption  of  this  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  requires  any  adjustments 
required  to  the  previous  carrying  amounts  of  assets  and  net  assets  shall  be  recognised  as  an 
adjustment  to  the  opening  balance  of  accumulated  surplus  or  deficit  in  the  period  that  the 
Standard  is  initially  adopted.  Comparative  information  Is  not  required  to  be  restated.  Entities  are 
not  required  to  recognise  biological  assets  and/or  agricultural  produce  for  reporting  periods 
beginning  on  or  after  a date  within  three  years  following  the  date  of  initial  adoption  of  this 
Standard. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009.  The 
municipality  has  adopted  the  standard  for  the  first  time  in  the  201 0 annual  financial  statements. 
The  interpretation  has  no  impact  on  the  accounting  policies  previously  adopted. 

2.35  GRAP  102:  Intangible  Assets 
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GRAP  102  excludes  guidance  on  accounting  for  intangible  assets  acquired  as  part  of  an  entity 
combination  and  in-process  research  and  development  costs  acquired  in  an  entity  combination. 
Recognition  requirement  includes  the  concept  of  the  probable  flow  of  service  potential.  GRAP. 
102  distinguishes  between  impairment  loss  of  cash  generating  and  non-cash-generating  assets. 
Intangible  assets  acquired  at  no  or  for  a nominal  cost  shall  be  measured  on  acquisition  date  at 
its  fair  value. 

In  GRAP  102  the  identifiabilily  criterion  in  the  definition  of  an  Intangible  asset  has  been 
expanded  to  include  contractual  rights  arising  from  binding  arrangements,  and  to  exclude  rights 
granted  by  statute.  Additional  guidance  included  in  GRAP  102  to  explain  that  distinction  should 
be  made  between  assets  associated  with  the  item  of  property,  plant  and  equipment  and  the 
intangible  asset. 

Guidance  on  web  site  costs  has  been  included  in  GRAP  102  from  SIC  Interpretation  32 
Intangible  Assets  - Web  Site  Costs.  Guidance  on  intangible  assets  that  may  be  acquired  in 
exchange  for  non-monetary  assets,  where  the  exchange  transaction  lacks  commerciai 
substance  has  not  been  included  in  GRAP  102  as  guidance  to  be  included  in  GRAP  23. 

GRAP  102  does  not  state  "gains  shall  not  be  classified  as  revenue"  as  GRAP  term  "income"  has 
a broader  meaning  than  the  term  “revenue". 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard.  Where  entities  have,  on  initial  adoption  of  the  Standard, 
accumulated  and  retained  sufficient  Information  about  costs  and  the  future  economic  benefits  or 
service  potential  related  to  intangible  assets  that  may  have.been  expensed  previously,  those 
intangible  assets  should  be  recognised  in  accordance  with  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  requires  retrospective 
application  of  the  Standard.  Where  entitles  have,  on  Initial  adoption  of  the  Standard, 
accumulated  and  retained  sufficient  information  about  costs  and  the  future  economic  benefits  or 
service  potential  related  to  intangible  assets  that  may  have  been  expensed  previously,  those 
intangible  assets  should  be.recognised  in  accordance  with  the  Standard.  Entities  are  not 
required  to  measure  intangible  assets  for  reporting  periods  beginning  on  or  after  a date  within 
three  years  following  the  date  of  initial  adoption  of  the  Standard  of  GRAP  on  Intangible  Assets. 
The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  20i  0 annual  financial 
statements.  The  Interpretation  has  no  impact  on  the  accounting  policies  previously  adopted. 


2.36  GRAP  103:  Heritage  Assets 

An  entity  assesses  the  probability  of  each  transaction  on  an  individual  basis  when  it  occurs. 
Entities  shall  not  assess  the  probability  on  an  overall  level  based  on  the  payment  history  of 
recipients  of  the  service  in  genera!  when  the  probability  of  revenue  is  assessed  at  initial 
recognition.  The  full  amount  of  revenue  will  be  recognised  at  Initial  recognition.  Assessing 
impairment  is  an  event  that  takes  place  subsequently  to  Initial  recognition.  Such  impairment  is 
an  expense.  Revenue  is  not  reduced  by  this  expense. 

The  effective  date  of  the  interpretation  is  for  years  beginning  on  or  after  01  April  2010. 

The  municipality  expects  to  adopt  the  interpretation  for  the  first  time  in  the  201 1 annual  financial 
statements.  The  interpretation  has  no  impact  on  the  municipality's  annual  financial  statements. 
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2.37  IGRAP  1:  Interpretation  of  GRAP:  Applying  the  Probability  Test  on  Initial 
Recognition  of  Exchange  Revenue 

The  method  of  measurement  of  value  in  use  of  a non-cash-generating  asset  under  this 
Standard  is  different  to  that  applied  to  a cash  generating  asset.  Asset  should  be  measured  by 
reference  to  the  present  value  of  the  remaining  service  potential  of  the  asset.  Determining  va  ue 
in  use  {present  value  of  remaining  service  potential)  of  a non-cash-generating  asset,  may  be  the 
depreciated  replacement  cost  approach,  restoration  cost  approach  and  service  units  approach. 
This  Standard  does  not  require  entities  to  apply  an  impairment  test  to  property,  plant  snd 
equipment  carried  at  revalued  amounts.  This  Standard  does  not  include  a decrease  in  market 
value  significantly  greater  than  would  be  expected  as  a result  of  the  passage  of  time  or  normal 
use  as  a minimum  indication  of  impairment.  This  indication  is  included  as  an  addi  lonai  indication 
that  Impairment  may  exist,  The  interpretation  has  no  impact  on  the  accounting  policies  previously 

adopted. 


i 

I 
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The  effective  date  of  the  standard  is  foryears  beginning  on  or  after  01  April2010. 

The  municipality  expects  to  adopt  the  standard  for  the  first  time  in  the  201 1 annual  financial 
statements.. 

2.38  IPSAS  21:  Impairment  of  Non  Cash-Generatirig  Assets 

IPSAS  20  specifically  excludes  any  consideration  provided  to  key  management  personnel  solely 
as  a reimbursement  for  expenditure  incurred  by  ttiose  individuals  for  the  benefit  of  the  reporting 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  In  the  201 0 annual  finani^a! 
statements.  The  interpretation  has  no  impact  on  the  accounting  policies  previously  adopted. 
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3 Property,  plant  and  equipment 
3.1  Hnaf  acnrmulatBd  depreciation  and  carrying  values 


2010 

C&sV 

Accurrtulated 

Carrying 

Cost/ 

Accumulated 

Carrying 

dooreeiation 

value 

valuation 

dearaelatlon 

value 

PPE 

19  668  834.33 

-1 414491 

18  254  343 

12  797  234.81 

(1  018  866.35) 

11778  360 

9 212  105.79 

-2019749 

7 192357 

528  003.00 

(35  189.93) 

1 150  848.98 

•228  589 

924  257 

286470.29 

(38  474.03) 

3162110.21 

•1  446  244 

1715866 

1743660.21 

(1  044  291.66} 

Office  equipment 

IT  equipment 

Bididings  - Community 

615  090.65 

-257 117 

557  973 

96  850.47 

(92  750.59) 

2 374  09039 

•1095773 

1 279  318 

975  906.60 

(832  702.99) 

2 343  000.00 

-336042 

2006^ 

2343  000.00 

{2DS  372.59) 

2 057  627 

224  240.30 

-95292 

129  948 

135602.00 

(11D7D2S1) 

17  216  289.54 

-3  048322 

14  167  968 

13  76308228 

(2  423  38808) 

11  369  667 

Other  equlpmenl  (non-office) 

114  682.46 

-30107 

64  575 

68  682.46 

4 042  247 

Buildings  - Market  and  IndusUlat 

4 942  247.07 

• 

4 942  247 

• 

•77  990  342 

173  640  553 

»n«fl07  flf>7  60 

ri7.1f56  020.341 

TOTAL PPE 

CAPITAL  WORK  IN  PROGRESS 

212  954  432 

-37  960  089 

174  894  362 

176  527  729 

118  258  759.87) 

158  268  970 

TOTAL  CAPIT/U.  WORK  IN  PROGRESS 

. 

- 

- 

- 

TOTAL  PPE 

?1?SS4  4a2 

-37  9E0  069 

174  894  362 

176  527  729 

118  258  759.871 

168  26B97B 

3.S  Reconciliation  of  PPE  - 201 1 

opening  Oliroranee  Additions  Olhorehanges,  DeprecIaUon  OcpreefaOon  CIosIbq 

bilance ^ liiovewcnlt  adlustmanU  balance 


PPE 

Buildings ' Murdelpal  and  Civic 
Plant  and  nischlne^ 

Pumliure  endPIxturcs 
Molor  Vehicles 
OHIcs  Equlpmenl 
ITequIpmant 
Euildlngs*  Community 
Air  eondltionen 

Roads  and  talaied  InlroslOMlurQ 
Buildings  • Industrial  & markels 
Sport  andreeraallonratinues 
Other  equipment  (nen-offico) 

TOTAL PPE 

CAPITAL  WORK  IN  PROGRESS 
Road  relaled  Infresuudure 
OinarPPE 

TOTAL  CAPITAL  WORK  IN  PROGRESS 
TOTAL  PPE 

3.3  Reconciliation  of  PPE  - 2010 


PPE 

Suildlngs  - Munidpaf  and  civic 
Plant  and  macJilneiy 
Furnilursand  Taturea 
Motor  vehicles 
Omea  equipment 
IT  equipment 
Buildings  • Community 
Air  conditioners 

Roads  and  relalcd  Inlrasinicture 
Sport  and  recreation  fadlllies 
Olhor  equipment  (non>office) 

TOTAL  PPE 

CAPITAL  WORK  IN  PROGRESS 
Road  related  InEroslruclure 
Other  PPE 

TOTAL  CAPITAL  WORK  IN  PROGRESS 
TOTAL  PPE 


11  775  368 
<192  606 
227 99S 
699  369 
4108 
143  204 
20S7  627 
24  099 
126440  986 
4 931  263 
11  369'6S7 


6 671601) 
6 684  096 
804  376 
1 4t8  450 
718  232 
729  694 

88638 
12  823687 

3 423  237 


(395624.77) 
(437  451.43) 
(111  79950) 
(288  722.75) 
(105833.40) 
(275678.04) 
(50  669.90) 
(22  973.68) 
(IS  C24  321.87) 

(624  938.50) 


2 000 
•1  547  096 
•76  315 
-113  230 
-58  533 
680895 
0 

38  385 

•1 

10  904 
. -49421 


18  254  343 
7192357 
924  257 
1715  866 
5S7  973 
1 276  317 
2’006  956 
128  948 
123  640  SS3 
4942247 
14  1'67  968 
. .84  S78 


35  558  412  - 

• • 

117  916  896.171 

.1  112  321 

174894  362 

15  594  814 

•9238  710 

6358  104 

4 942  247 

140  313 

5 082  560 

20  537  061 

140  313  • 

. -9  236  710 

■ 

• 

11438  664 

176  804  228 

35798  725  - 

. .9238710 

(17  919  066.171 

-1  112  321  . 

' 186  333  026 

Opening 

Dllioranco 

Additions 

Olhar  changes. 

Deprvciallon 

Otprv  . ' 

Cloaing 

mdvVthanli 

'reveraal  , 

. balancs 

10  440  261 

t 591  9S8 

(22  233.41) 

. 

12017  996 

6 

-19 

528  000 

19 

(35  199.93) 

492  808 

26  828 

-8 

218  986 

(iraiasB) 

227  996 

515991 

19 

463368 

•19 

(299990.41) 

699  368 

13  453 

8337 

(16  123.20) 

3 667 

113019 

299614 

(289428.64) 

143  204 

2 105  297 

. 

. 

(50669.90) 

2057  627 

52  009 

. 

. 

(27110.00) 

24  899 

123  212  194 

9 238710 

(12  366  020.00) 

120004  084 

11  994  603 

1 

- 

(624  936,50) 

11  369  658 

06  637 

110  993.701 

87  688 

25  272  469 

-8 

136441148  • 

9 236  710 

. (13  742  516.081 

• 

147  209  804 

IS  594  814 

•9  236710 

6 35S104 

4 947  ?4T 

140  313 

. 

140  313  • 

•9  238  710 

. 

11  439  664 

45  DOB  530 

-8 

126  681  461  • 

• 

113  742  616.08) 

• 

158  648  468 

3.4  TTia  munldpalily  opted  Id  late  advantage  of  Directive  4 issued  by  tho  AccourKIng  Standards  Board  bt  Maidi  2009.  paragraphs  .71  to  ,83,  which 
allows  a period  of  3 years  frtim  the  dale  of  Initial  adoption  ol  GRAP 17  fo  comply  In  full  vdlh  0*  rccognUlonreqiAemenls  of  that  Standard. 


Land  and  buildings  includa  administrative  offices  and  municipal  houses  located  in  valoiB  sections  of  Giyard  lovmshlp.  Land 
and  buildings  were  valued  by  MOD  HOPE  Properly  Valuers,  registered  Independent  vakiers.  The  Iasi  valuaUon  was  perlarmed 
as  part  of  the  general  valuation  ol  all  properllBS  wilhin  the  munidpal  areafor  d»  compBallon  of  the  vatuallan  roll  In  terms  of 
the  MunfclpalProperly  RatesAcl{Actno.6of  2004).  and  approved  for  ImplemenlaOon  by  Council  with  effect  from  Ol  July  2008 
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3.5  Correcllon  of  errors  • prior  year 

Correct  errors  • assets  previously  at  R1 
Assessed  cost 


Accumulated  depr  adjustments  - assets  previously  at  R1 
Excess  dereclation  • assessed  assets  previously  at  R1 


Excess  dereclation  - assessed  assets  previously  with  values 
Net  accumulated  depreciation  adjuslmenls 
Net  adjustments  to  accumulated  surplus 

3.6  Commitments  at  end  of  year 

The  follovang  projects  were  In  progress  as  at  30  June  2011 . wwlh  commibnent  amounts  falling  due 
outlying  financial  year/s. 

Projects  at  retention 
Muyexe  Sports  facility 
Giyani  Section  F (Gravel  to  tar) 

Tourism  Information  Centre 
EJectrificalion  of  7 villages 
Bectrificalion  of  villages  Phase2 


The  following  projects  were  still  Incomplete  as  at  year  end  and  had  urrspani  amounts  as  foUlows; 

Giyani  Section  A rehabilitation  of  street 

Khashane  and  ICienyl  Access  Road 

ShIKhumba  Access  Road 

Giyani  Civic  Centre  Offices 

Giyani  Traffic  Lights 

Giyani  Section  A Gravel  To  Tar 


(1  744  186,83) 
6 560  9SS.23 


payable  In  the 

Commilmenis 
332  725.07 
642  244.34 
463  390.69 
121  673.69 
814  855.60 
2 374  889.69 


2 292  396.00 

2 480  753.00 

3 374  558.00 
1 065  943.00 

160  000.00 
236.00 
9 373  886.00 
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GREATER  61YANI  MUNICIPALITY 

Annual Rnandal StnlsmcnUfar  llw  Ycftr  Endad 30  Juni  SOM 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


a>n 2010 

Inventories 

Consumable  stores  678  175 ^OOSSB 

Closing  values  wsredeiermlnod  Ihrough  inlemal  valuation,  Icklng  Into  eccstsd  current  prices  and  Uie  condUlon  at  slock 
Hems. 


r.1 


48  484 
3622511 
-ISSOOO 


Trade  and  other  receivables 
Uado  up  of: 

Slaff  debtors  S.1 

Sundry  debtors  5-2 

Stmdry  debtors  provision 

Staff  debtors  rotate  to  amovnb  owed  by  eoundllors  arising  from  exceeding  cellphone  Kmis  on  the  VODATOM  gnaup. 
subscrlpUoa  A collphona  contract  with  VODACOM  was  based  on  Uie  ceOphone  oRowances  of  coundltors,  but  the  eonlracl 
was  not  Impletrunled  as  agreed  by  the  service  provider  to  ensure  that  limits  are  not  exceeded.  Ttie  recovery  rtf  the  amounts 
sifli  owing  is  in  progress. 


3 476  675 


339  6SS 
185  000 
•195  000 


339  65S 


i.2  Sundry  debtors 

Sundry  debtors  comprise  • 

Balance*  beginning  of  the  year 

Debtors  for  Fraudulent  bank  lransaclion(2005/20(^) 

Balance  • Beginning  of  tha  year  prevtiously  staled 
Recsgntllon  of  Debtors  for  auebon  salc(2007/200B|: 
Gross  sale 

Cash  received  from  auctioneer 
Restated  Balance-beginning  of  the  year 
Balance  • end  of  the  yeitf 


3622  S11 

1SSCOO 

195  000 

195000 

19.5  000 

195000 

3822511 

195000 

3 427  511 

3 427  511 

4 016  500 

4 016  500 

•S8B  989 

•SB8  SB9 

3622  511 

3 622  511 

3 622  511 

3622  511 

An  ctueb'en  of  parcels  of  lend  was  conducted  by  Tlitianl  acUoneers  inlhe2007/200B6narKl9lyear.'nierevc<U]efrom 
the  auciicnond  the  corresponding  rocelvablei  were  net  recognised  tn  tlie  books  of  the  inunlclpallty>nDinounlo1R5869S9 
transferred  to  (he  munleipollly  was  also  Incorroetly  recognised  as  a llabtliiy  towards  the  auctioneer  pending  the  (nnster  to 
buyers.The  transaelins  were  correary  recognlaed  In  the  current  llnanclotyavand  consporalivs  balances  restated  oe<ordlng1y> 
i VAT  receivable 

VAT  reoelvablo  mainly  comprises  VAT  raised  on  customer  billing  for  services  (i.e.  acciuol  basis)  but  accounted  for  on  cash, 
basis  and  Ihis  rosuiled  in  less  VAT  claimable. 


Output  VAT  on  supplies 

•658  160 

1 621  350 

Input  VAT  on  purchases 

29548933 

22  450  870 

VAT  recoveries 

.I4ll2re8 

•6  768  984 

14  777  688 

17  205  227 

Consumer  debtors 

ClBSSffled  par  service  eatagory 

Rales 

15371  512 

12  317  57C 

Waler 

• 

• 

Sewerage 

• 

8 495  565 

6 313  270 

House  renlol 

538271 

358  222 

Cemslery  ehargn 

219321 

127  771 

Other  (unclassHied} 

H)6n?f)45 

10  728  489 

IS  206  734 

29  845  330 

Less:  Provision  lor  bad  debts 

Roles 

•14  238  526 

•11  543  680 

Waler 

- 

- 

Sewerage 

• 

Refuse 

•7  009423 

•6  614  360 

House  rental 

• 

- 

Cemeteries 

-191  824 

•BB  717 

Other  (unclasslded) 

•10  7?7  TBO 

•10  727  780 

-32  967553 

•27  979  737 

Net  balance 

Rates 

1 132  987 

76B  B9S 

Waler 

- 

• 

Sewerage 

• 

• 

Refuse 

686161 

698  920 

Housing  rental 

538271 

350  222 

Cemeteries 

27497 

39054 

Other  (unclassified) 

-145  734 

700 

2 239 181 

1 865  593 
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GREATER  GIYANI  MUNICIPALITY 

Annual  FlnajiaUI  Slate  manta  far  tho  Yaar  Entfad  30  Juno  2011 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


aoii 2010 

.1  Prior  year  adjustments  to  consuiner  debtors 
.2  Ageine  onolysis  per  service  categoiy 


333160 

472  201 

346  525 

400  3S5 

61  <90  days 

34209 

693  411 

367  405 

•797  269 

121 'OCS  days 

1922  347 

2994  121 

>365  days 

12  316  170 

R 554  769 

IS  sia  B05 

12  317  578 

Wator 

•144  566 

246  712 

31  • 60  (toys 

-252 139 

39S  239 

61  • go  days 

17386 

733  779 

91  • 120  days 

•203217 

40444 

2 661531 

3 566  729 

> 365  days 

■ 14  461  908 

9 470  47S 

16  760904 

14  403  370 

SeworasB 

106  147 

66  D59 

31  • 60  days 

12S273 

74  501 

102474 

175  669 

91 -120  days 

101  508 

59  545 

121-365  days 

915230 

629223 

> 365  days 

1672  332 

667  685 

3 024  964 

1672  682 

Rctuso 

103703 

164  106 

243  386 

166193 

225905 

142211 

91 -120  days 

112037 

104  410 

121 -365  days 

1 497  203 

1 737  546 

> 365  days 

6312  220 

3 676  614 

e 464  $36 

a 313  300 

Housmgfanlal 

13739 

16  698 

31  -60  days 

17672 

17  526 

61  -90  days 

167SO 

15166 

91  -129  days 

11  490 

121-356  days 

120168 

61  209 

>365  days 

358  222 

233601 

$36  271 

350  222 

Cemeisty  charges 

6007 

7460 

31  -eodoys 

6 401 

6 756 

61  -90  days 

6083 

11426 

91 -120  days 

5024 

11  410 

121-365  days 

64<»5 

06  715 

> SSSdsys 

127769 

- 

219319 

127  769 

UncItusKied 

> 365  days 

44  219  614 

44  271  004 

39 

• 

GREATER  61YANI  MUNICIPALITY 

AnnuBi  Flnanelil  SUtcmanlsIerdio  YcarEnitodSQ  Juna  JOtl 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


'.4  Reconclilation  of  bad  debt  provision 
Balance  al  beginning  olyear 
Cunenl  year  cOTlribirtlons  to  provision 
Balance  ai  end  ol  year 


M11 

onin 

44  318  614 

44  371  084 

27979737 

20961  691 

4M7  81S 

7 017 846 

32  967  563 

27  979  737 

Cash  and  cash  equivalents 


Made  up  of: 

Cash  on  hand 

CashbooK  balance  • primary 
CoshbooK  balance  - secondary 
Fixed  dopasit 
Call  hveslmenl  deposits 


Current  sssels 
Currant  liabilities 

The  municipality  operates  the  (otlawlng  bank  aocounis  vrilh  First 


39333 

. 

2476055 

394  142 

3530315 

199  976 

19443655 

2 270  646 

35  496  367 

3 B61  766 

25490  367 

2 BB1  766 

3S  490  367 

3 861  766 

BankertdABSA: 


Sank  ctalomeni  balances 

Cashbook  balances 

ao-Jun-11 

SO-JurvtO 

30-Jun.09  I 

30-JUA-11 

30-Jurv10 

.IfV.hiivOS 

Current  account  |II62024286103 
(FNB) 

156465 

326  476 

-4  370  426 

St09G4 

394142 

-4  370  426 

Current  account  4162030539764 
fFNB) 

2 566  972 

214  782 

363  656 

2530  315 

106978 

324  961 

CunenI  account  84077078193 
(ABSA) 

3016  947 

• 

. 

1965900 

- 

. 

Cwrcnt  account  #4077076406 
(ABSA) 

999649 

. 

. 

1000000 

• 

Cali  deposit  aceounl 
#62120531666  (PNGI 

238  256 

206  256 

574  656 

172S9269 

230  258 

574  655 

Call  depo^l  aeeaunl 
#62120531965  (FNB) 

2 032  367 

2 032387 

191636 

2 164  SOS 

2032387 

191  638 

9 034  678 

2 611  903 

.3  234  274 

35  451  034 

2 861 765 

-3  276  971 

i.t  Bank  overdraft 

The  murddpalKy  has  no  overdraft  facldiy. 


3.2  Fixed  deposit 

The  fixed  deposit  Is  encumbered  with  o guarantee  amount  of  Rt4<l.0O0  pledged  as  a deposit  on  the  eleeltleHy 
account  wiili  ESKOM  ‘ 


3 Accumulated  surplus 

Bslanco  el  beglnnirig  of  year 

Prforyoar  adjuetmonls  to  accumulated  surplus  - 

comellonof  errors  - prior year- 
Expenses  movement  previously  excluded 
Suiplus  (deficit)  for  the  year 
Property,  plant  A equipment  first  recognised 
Balance  al  end  of  year 


I71B463S1  42  620679 


10  450  637 
15777  67t)  13  643  036 

104  931  798 

187  624  021  171  846  351 
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GREATER  GIVAfJt  MUNICIPALITY 

Annual  Financial  Staiemonlc  (or  iha  Voar  Endad  30  Juno  SOlt 

NOTESTO  ANNUAL  FINANCIAL  STATEM6MTS 


2011 

2010 

10 

Govemmenl  grant  reserve 

- 

- 

11 

UnspenI  conditional  grants 

It.l 

National  Eiactrificalion  Grant  (INEG) 

. Unspen)  balance  al  enact  year 

700  7S2 

- 

Current  year  re celpis 

iO  000  000 

7 150000 

Transferred  to  revenue 

.«43<  91? 

.6  449  248 

UnspenI  balance  at  end  or  year 

- 

1 265  840 

700  752 

11.2 

t/unicipal  Inlraslrueture  Grant  (MIG)  ‘ 

UnspenI  balance  al  beginnino  of  the  year 

• 

2 478  754 

Currenl  year  receipls 

24  002  000 

20011000 

Transferred  lo  revenue 

-l?fW3  0?5 

-77  4fl!)  754 

Unspent  bolotwo  ot  end  of  the  year 

- 

12  OOB  075 

- 

Total  unspent  conditional  grant  al  end  of  Iha  year 

13  273  015 

700  752 

Sea  teconciliaiion,  as  pcrnoic  15,7 

12 

Payables  and  provisions 

Treda  payables 

7080  toe 

7 362  223 

Poyrcil  creditors 

1 480  812 

-600 

Accrued  bonus 

1 373  656.31 

1 373656 

Unspecified  direci  depolls 

713  196 

365  312 

Sundry 

- 

588  989 

Inier-rnunlcipal  account  (MOM) 

I2J: 

8200  226 

6 390  936 

Agency  creditors  (MDU) 

- 

- 

18  847  606 

16  too  S1E 

Accrued  long  service 

12.1 

1679138 

12.1 

Accrued  long  service 

• 

AcluaiiaOy  valued  for  30  June  2011  end  the  outer  years  by  Arch  Actuarial  ConsuUig.TtievaiuaUotwltaU>iiy  is  ssioso>vs 

3011 

2 012 

3 011 

Tciei  liabiiiy 

1670I3B 

7031  neo 

7 320  738 

Sborl'lerm  portion  of  leove  liability 

3 407  210 

2 931  393 

Leave  Uobllliy  was  previously  dassiiied  wiin  trade  and  other  payables  and  is  redossUied  h the  current  financial  year, 

Long  lerm  uabiiiiiQs 

Longierm  Uabildes  comprise  accrued  leave  eenelils.educislly  vahiad  lor  June  201 1 and  the  two  outer  years-Tite  unused  leave 

days  were  valued  by  Arch  Aciun'ai  Consuiiing.The  short*  term  portion  Is  tefiecied  unde/  the  current  Kobaaios 

riia  Liauiity  is  as  (cOews 

2011 

2012 

2 013 

Curtentprovision 

3487218 

2 952378 

2 8T9  753 

Long  term  ilabiliiy 

6203324 

5 717  47S 

A 45(1  431 

Total  Uabmiy 

B7S0S43 

8E79  BS4 

S HR  in4 

12.2 

Inter-Municipal  account  (MOM) 

The  water  services  funellonis  rlngfenced  on  ihe  account  of  MOM  wNch  is  the  water  services  auihority. 

Revenue  earned,  net  of  eganey  fees,  and  iranfere  received  arecredSod  to  the  Inler-crumidpaiconiiai 

account,  while  oil  expenses  incurred  are  charged  to  the  same  control  sceounL 

The  net  elfect  of  a8  the  balances  anising  from  water  services  related  uonsadionstse  credit  amount  of 

B 700  270 

6 390  S3S 

The  balarxu)  as  at  30  June  20t  1 consists  of: 

Fiscal  transfers  ex  MOM 

. 

-31930701 

-31  930781 

Gross  revenue  • Water 

-83  746  551 

.74  359  450 

Gross  revenue  • Sewerage 

•3  130309 

-1  378  535 

Output  VAT  -Water  and  Sewerage 

-10603332 

■10  603332 

Overheads  - Water 

24  356  480 

22  174811 

Overheads  - Sewerage 

4450  734 

2 980  94 1 

Agency  Income  • Water 

35  1S2  836 

36152836 

Agency  income  • Sewerage 

074  009 

874  006 

Water  Oeblors  cx  GGM  (aged) 

to  000  768 

14483  378 

Water  Debtors  ex  GGM  (not  aged) 

33542605 

33  542  C05 

Sewerage  Debtors  cx  GGM  {aged} 

307.5314 

1 R77  68? 

— 

■a  200  239 

.61401116 

13 

Revenge 

Mads  lip  of; 

Pr^eny  rates 

12918805 

13  254  631 

Service  charges 

3 877  741 

3 711  181 

Rental  of  faclRies  and  equipment 

442135 

448  803 

Income  from  agency  ecrvicas 

971  918 

8036411 

Fines 

102569 

184  740 

Licences  and  permits 

3 734  985 

2 836  130 

Government  grants  and  subsidies 

124307073 

109  560811 

Other  grants 

. 

2 443  855 

140  3S5  185 

1411  474  .461 
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GREATER  GlYANl  MUNICIPALITY 

AnnuilFIrunsbl  SUtemtnls  forlho  Ytar  EnS«d  30  June  3013 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


t3.l  Ainounis  Included  in  revenue  arising  from  Ihe  exchange  of  goods 
and  services  are  as  follows: 

Scridcs  charges 

Renlid  ot  taolilies  and  cqurpmanl 
Income  from  agency  services 
Uunces  dnd  permits 

13,2  Amounts  Included  In  revenue  arising  from  non-exchange  Iransactions 
are  as  rollows: 

Properly  rales  , 

FInas 

Government  grams  end  subsiefies 
Other  grants 

14  Property  rates 
Made  up  of: 

Property  rbies  QBied 

15  Service  charges 
Made  up  of; 

Sale  of  water 
Smid  waste 

Sewerage  and  saniialiort  charges 

ifi  Government  grants  and  subsidiOG 
Made  up  of: 

Equitable  share 

Fbunce  Management  Grant  (PUG) 

Infrasfrucfurc  Grant  fMIG) 

Systems  Improvement  Grant  (MSIG) 

Ttonslers  frem  Olslrict  Mimlcipality  (MOM) 

Sundry  grants 

IGSETA 

LEOET(LEO) 

National  ElaelrfHeoHon  Grant  (INSG) 

16.1  Squiubie  share 

In  terms  el  the  cosmliutlon,  this  grant  Is  used  to  tubsrdise  the  provision  of  basio  services  lo  itxSoeni 
community  members.  AH  regbtorad  Indigenis  received  o subsidy  otRS.250.683  (2010: 6.966.950) 
which  is  funded  (rom  the  granl. 

16.2  Finance  Management  Grant  (FMG) 

Salance  at  beginning  of  year 
Curreiil  year  reciripts 
Canditlons  met  • iranslerrcd  to  revenue 
Unspent  at  end  of  year 

CoAdHions  were  fully  met.and  (he  current  year  receipts  Iransfarred  lo  revenue  dudng  the  fiearKldi  year. 

16.3  Municipal  Systems  Improvement  Granl  (MSIG) 

Balance  at  beginning  cf  yev 
Current  year  receipis 
Ccndiions  mel  • Iransfenvd  10  revenue 
Unspent  at  end  of  year 

Ccndlions  wore  fully  mcl.and  the  current  year  receipts  iranslerredlo  revenue  during  the  rmenda)  year. 
tS.A  LEDET 

Balance  at  beginning  of  year 
Current  year  receipts 
Conditions  mcl  • Imnslerred  lo  revenue 
Unspent  at  end  o(  year 


16, S Dovelopmdnt  Bank  of  SA 

Balance  at  beginning  of  year 
Curaenlycar  receipts 
Condlilons  met  • irenslerred  lo  revenue 
Unspent  ai  end  of  year 


LG5ETA 

Balance  at  beginning  ol  Iha  year 
Current  year  receipts 
Conditions  mcl  •Iransfarred  lo  revenue 
Unspent  at  end  of  the  year 


201f 

?nio 

3677  741 

3 711  161 

442  I3S 

446  BD3 

971916 

6036411 

.1734  gfiS 

7 SIR  1 30 

qi)?B  77# 

15  030  525 

12916  66S 

13  254  631 

102  669 

164  740 

124  307073 

IOB560B1I 

9 448  656 

1.37  .37#  BD6 

125  449  036 

174inRBS 

13  254  631 

3 877  631 

3 711  181 

3 877  U1 

.3  711181 

100046  650 

81  426  992 

3 000000 

750  ODD 

12603  925 

20  011000 

7SOOOD 

735  000 

161  440 

180  571 

9434  912 

8 449  240 

124  306  927 

109  560  611 

loroooo 

750  000 

.1000000 

.750  000 

• 

750  000 

735000 

-750000 

-735  000 

. 

. 

- 

• 

• 

• 

060000 

-ORonon 

. 

tBI  440.00 

166  571.00 

(181  440.00) 

(166  571.00) 

. 

Condlilons  were  fully  met, and  iho  cunent  year  receipts  Irsnsierrcd  to  revenue  during  the  rnencial  year. 
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GREATER  GlYANt  MUNICIPALITY 

Annual  Financial  ClaUmanla  for  cha  Yoar  Enifcd  90  Juno  901 1 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


17  General  expenses 
Made  upol: 

Advertising 

AedilMs'  rcrnuneraitons 
^snk  charges 

Censulling  and  prolesslonal  fees 

Consiimat^es 

DonaUons 

Enl^inmenl 

Hire 

IT  expenses 
Lease  rentals 

lAagazInes.  books  and  periodicals 
Medical  expenses 
r^lor  vehicle  expenses 
Fuel  end  oil 
Postage  and  courier 
Printing  and  slalianery 
Praiecl  costs  expensed 
Securily 

Subscriiions  and  memberalvp 

Telephone  and  fax 

Training 

Travel 

EleclrlcUy 

UniTorms 

Calplal  expendllure 
Cellphones 
Free  basic  services 
Special  programmes 
General  programmes 
Olher  expenses 


tC  Employe^'relaied  costs 
Made  up  of: 

Basic 

Madcal  aid  'employer  conirtbullon 

UIF 

SOL 

Bargaining  Council  levies 
Leave  pay  provision  charge 
Pest-employement  eeneiiis  (pension/provldeni) 

Ovonime  payntenis 
Long-servlee  recognition 
Annual  bonus 
Acimg  aiiowanca 
Car  allovrancs 
Housing  assislance 
Clalhing  oilowanco 
Cellphone  allnvance 
Ciher  allawarwss 
Standby  akowanco 

induded  in  omployce-reialed  costs  are  me  remunerailons  of  senior 
managers  as  (olows; 

ta.l  Accounting  officer 
Basic  remuneration 
Cor  adowance 
Cellphcne  allowance 


fD.2  Chief  llnaneo  officer 
Basic  remuncfOUon 
Car  allowanee 
Cellphone  allowance 


IB, 3 CorporalB  services  manager 
Basic  remuneraliwi 
Car  aOewance 
Cellphone  aDowance 

15.4  Technical  services  manager 
Basic  remui^erstiDn 
Cor  allowance 
Cellphone  allowance 


tS.S  Community  ssrvicCB  manager 
Basic  remunerallon 
Car  allowance 
Cellphone  allowance 


2011 

?0IQ 

64  973 

392  542 

1 547  875 

1 OSD  939 

. 

209  318 

1 020  SSB 

3 579  393 

60S  272 

427  542 

31  500 

69  085 

96978 

8B042 

- 

56  156 

419  228 

475  70B 

704  977 

699  828 

59957 

48  359 

I7SB6 

25  512 

547  IBS 

2604 

. 

702  OSB 

131  174 

IBS  103 

392  051 

624  344 

9 705  303 

9 179  373 

1 310  405 

1 146  3B2 

956  064 

511  73B 

770  099 

740242 

431  20B 

241  697 

2 029  909 

1 27B293 

760  7S3 

499  589 

200113 

194  86S 

2847 

65614 

149140 

223  349 

5018  709 

6 959  958 

136  724 

191  357 

761505 

740  777 

4 542  543 

.3  323  543 

33  444  618 

77  344  350 

42913  395 

44  975  28l 

921 1S9 

653  369 

361  465 

398  374 

10985 

7 740  878 

209176 

8 834  387 

8 576  735 

536164 

237  753 

1 679  138 

1619  751 

2 887584 

3 213  097 

154 750 

378  474 

2559820 

2 300  036 

73  432 

217  045 

7 500 

7 500 

280  148 

105  382 

16  443 

7862 

30  000 

10  000 

69  016  338 

63  010  639 

725  520 

031  869 

%7S0 

62  500 

?0  628 

17  875 

847  ASS 

732  244 

560  S20 

519  000 

192  000 

192  ODO 

13  374 

17  996 

765  BB4 

723  996 

507  40B 

470  304 

166000 

163  000 

1.1 174 

12  996 

6SS  712 

651  300 

546  160 

SQ604O 

tea  000 

16D00D 

12  096 

714 168 

ear  93B 

460  550 

434  520 

168  000 

168000 

13.174 

l?B9a 

ASP  934 

615  516 

I 
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GREATER  GiTANI  MUNICIPALITY 

Annual  FliuncUl  SllIcniDnit  for  Iht  Year  Eindad  30  Juna  2t1> 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


Remuneration  of  councillors 

Made  up  of: 

7011 

7010 

Councillors'  basic  remunerailon 

B 727517 

S313136 

Counerdors'  pension  conItfOulion 

477  704 

455  734 

TraveTfng  oliowanee 

2 S43  77S 

2a04  314 

Cellphone  allowance 

675049 

584  235 

Unemploymenl  Insurarice  conlribulions 

74  707 

3n4in 

171199  7in 

i?7ssaii 

Debt  impairment 

Conlribulion  Is  debt  impairmeni  provisior), 

4 on?  1115 

7 flR7  ROB 

AS  deblors  balances  aged  above  120  days  are  considered  doublful.  and  n provision  is  raised  In 
respect  ihereof.  The  provision  is  raised  ai  cosl. 


21 

Investment  revenue 

Inlerest  received  • oitiernal 

1557281 

797  653 

22 

Depreciation  and  amortisation 

Properly,  plant  and  equipment 

17  0.47  174 

14  122  015 

23 

Finance  costs 

Inlerest  p^d<  external 

. 

38  471 

Olherbank  charges 

734  565 

234  StS 

38  421 

24 

Auditors'  remuneration 

1 547  B75 

1 090939 

25 

Operating  lease 

The  munidp^dy  leases  6 pholocoplors  from  Technology  Acceptances  lor  a period  al  60  monihs 
cammanelng  31  July  2006.  The  lease  paymeni  a fixed  amoiml  per  month  vdiheaconUngeniicm 
payments.  The  lease  agreemeni  Is  not  renewable  at  iheend  of  ine  lease  term  and  ihe  muoicipaliiy 
does  not  have  iho  option  to  purchase  the  photocepiors.  The  agreement  does  no(  Impose  restiialens. 

Future  minimum  lease  payments 

Wiihin  1 year 

• 

256  672 

inyeaiS2>Sir>clusiva 

• 

. 

Later  Ihal  5 years 

• 

• 

• 

256  872 

26 

Rental  of  facilities  and  equipment 

Raniai  of  roeiilties  • prem'ises 

382  562 

303458 

ReiMal  of  bihcr  faddiios  and  equipment 

79  55359 

143344.92 

442 135 

44S  103 

27 

Confraciod  services 

Made  up  of: 

Ineurance 

360  229 

325033 

Refuse  removal 

t 056  225 

1 697  764 

Seeurily  services 

• 

• 

1 436  4Sa  2 222  797 


23  Cash  generated  from  operations 

(Delicil}  surplus 

6 357  653 

13  843  036 

Adjustments  tor- 

• 

• 

Depreciation 

17  057  124 

14  122  D16 

Provisions 

555  626 

. 

Sale  or  asaels 

DebI  impairmeni 

4 907015 

7 062698 

Changes  In  working  capital  - 
Invenlorioa 

•277  010 

42  364 

Trade  and  clher  receivables 

-3  136320 

-0 

Consumerdeblors 

-5361  404 

■6  309  635 

Sheri  lenn  InvesimenIs 

-13139 

-12  219 

Trade  and  other  payables 

2 747  480 

2 253  543 

VAT. 

2 427238 

-4  676  663 

Unspent  condiilonal  gtanis 

12  573  163 

700  752 

CorrOcUon  of  errer  • prior  year  cxpendilure 

•128  618 

. 

Comcclionof  error  - PPE  prcv'iously  ai  Rt 

8SS0  05S 

- 

29  Unauthorised  expenditure 

OporatJng  voles 

4&2S2  1SK 

27  749  891 

Opcrallng  espendliure 

Opening  Dal 

4 184  654 

6 290  543 

Condoned  by  Council 

-4  184  054 

-0  290  543 

Curroni  year  disclosures 

. 

4 IR4  R.54 

Closing  bal 

4 134  354 
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GneATHR  GIYANI  MUNICIPALITY 

Anmial  Fbunebl  SUIemsnlt  lor  Iho  Year  Ended  n June  »t1 

NQtES  TO  ANNUAL  FINANCIAL  STATEMENTS 


Capital  oxpencSiure 
Opening  bal 
Condoned  by  Council. 
Cinreni  year  cSsdosures 
Closing  bal 


?nM 

2oin 

. 

2 603  323 

•2  COB  320 

• 

. 

PRIOR  YEAR  unauihortsad  expcndliura  Is  allriculable  to  budgetlito  biaccuiacies  on  liwfiridual  voles. 

The  ovorali  buogel  reflecie  10U  underspending;  Budget/  atiualeifiefldilure  compartsoa  The  oKpeodllurB 
Mas  tabled  lo  Council  for  condonalion. 


30  irregular  expenditure 

30. 1 SCM  requiremeni  noi  fully  compiled  vrlib  In  Ihe  prior  year 

Excess  availmenl  on  eoundllers  cellphone  coniraci  (prior  years) 


Opening  bal 
Condoned  by  Council 
Currerti  year  disdosures 
Closing  bal 


. 

9210030 

48  464 

339685 

48  464 

9 .549  7.4S 

S 549  755 

19  104  567 

•9549  755 

-19  104  567 

9 549  75S 

- 

9 549  755 

In  Iho  PRIOR  YEAR.  Adjudicailon  Cammllieo  minuies  fell  shon  of  demonsiraiMg  thni  a member  at  Ihe  Evaluation 
Commliiee  v/ho  signs  the  ailendance  regtsier  at  iho  AdjudlcailortConimiileemeetiBgonl)r  presenit  ihc  hid  evaluation 
reporl  and  gels  exaised  ftom  the  proceedings,  and  does  rtcM  pariicipale  bi  Ihe  actual  contide/ation  of  ite 
bid  by  ino  the  Adjuaicallon  Commliiee.  The  inference  drawn  auAlEc  that  the  member  ociuaiyiMIuences 
Ihe  flulcomes  of  fwo  bid  comtniuees  in  coniraveniian  of  ihe  SCM  regulations.  The  loial  coniraci  amounts  tovoNad 
In  Ihe  affecled  lender  awards  is  R9,2lO.OSO  over  the  duration  of  Iho  prajeds.  The  expenditure  was  lebie  loCounoT 
for  condonslion  In  the  current  Itnancial  year. 


Celldtone  expenses  for  counollors  exceeded  Ihe  aHowaneo  Hmbsduelofoiureolihesarvice  provider 
lo  impiment  Ihe  agFeemeni  eorrociiy.  The  excess  amount  coaecled  moruty  (rom  ihemunlcipaii/s  bank  eceouni 
llitough  8 debit  order,  WllhlheexcepUan  of  the  balance  tafleded  above,  ihe  smoual  was  be  recovered  from  ihc 
respective  councilors  In  the  currenl  nnancialyear.  Aciiorr  to  recover  Iho  ouUlanding  amouffl  Is  In  progress,  end  Ihe 
municipaiily  considers  Ihe  amount  to  be  My  recoverable. 


30.2  Fruitless  and  wasteful  expenditure 
Penalties  on  tote  payment  lo  EARS 
Penalties  on  late  payment  to  ESKOM 
Fraudulent  bank  Imnsaeti'on 


Openirrg  bal 
Condoned  by  Council 
Currenl  year  disclosures 
Closing  bal 


19417 

19417 

195  000 

195  000 

214  417 

214  417 

214  417 

101  902 

.10  417 

•101  902 

112  412 

214  417 

30? 

214  417 

Tho  munidpali'ty  sunered  a loss  ol  RIOS, 000  through  a scam  Involviiig  the  use  of  o InidUsni  bank 
iransacUon  by  a fieiilious  company  masquerading  09  Balaion  imemeDonal  in  ihe  2005/2006  financial 
The  amount  Is  fully  provided  for  In  the  financial  atsiements.  however  Coud  has  resdndedan  eatfier 
resolution  la  wifie  off  the  smeunl  against  Ihc  provision  in  order  to  tfiow  ihe  (nvesUoalion  of  Ihe  case  lo 
conllnue. 


Legal  cliarges  and  InieresI  were  incurred  arising  from  the  cessions  wkhVuka  Khulani  Timber  and  OSZTayob 
Iracfing  as  EH  Hasskn, which  were  not  honoured  by  Ihe  muibdpaiily. 

Legal  costs  on  dishonoured  cesslexi  agneerneni 

Baloyi  RIkhoiso  Atiomoy8[VuXanI  Khulani  Timber)  I91D0 

Johan  SleynAliomoyfVukani  Khulani  Timber  14^1 

lnler«>si on  dishoured cession  agrcemani  EH  Hasskn  ygig; 

112412 


31  Additional  disclosures  iir  terms  of  Ihe  MFMA 

31.1  In  iermo  of  secilon  36/  MFMAregulalions,  any  dovlaifan  from  the  SCM  poNcysbouW  be  approved  or 

condoned  by  Ihe  eccounling  officer.  In  Ihe  PRIOR  YEAR,  deviations  iram  ihe  noitnai  SCM  processes  in  Iho 
following  incidcnls  were  approved  by  Ihe  eeceunlfng  ofr>ceron  grounds  ol  urgency  and  duly  laUed  loCouncfi. 

CYamounlB  PYamounis 


Purchase  of  mayoral  vchidc  . SSI  040 

DevciopmenI  of  asset  register  . MOOOOO 

RehabiSlBiion  of  Glyanl  testing  station  . 864  $57 

Upgrade  of  IT  network  . 413382 

Complellon  of  GiyanI  sccllon  A rood  . q20  178 


31.2 


Disclosure  is  nereunder  made  in  terms  of  iheMFMA  (5ec(!on114),  h terms  uaiereot  if  a tender  olher 
than  Ihc  one  recammeciod  In  Ihe  normal  course  ol  implsmanting  Ihe  SCMpoRcy  Is  amoved,  the 
accounling  olflcer  musl.  In  wriCng,  noiiiy  AudilQf-Ceneftt,  me  rclevenl  Provincial  Treasury  and  Nalional 
Treasury  of  Ihe  reasons  for  devlailng  from  such  recommcndalions.  WUh  rrsgaids  lo  ihe  CURRENT  YE/»R. 
me  detaalions  were  lableo  to  Caunck  and  the  rolevani  alfices  duly  notiTied  in  wiling. 


CY  amounis 

Consirucilon  of  GiyanI  sccllon  F road  10  657  528 

Supply  and  delivery  of  2 waste  compaclors  | 664  ggo 

Supply  and  deCvcry  of  1 skip  loader  truck  665  840 

Repair  of  potholes  in  the  Townsl^  s 400  743 

Oavelopmcniofopsrallanal  plan  lor  GGNROP  ; 2866  000 


16  455102 


PY  amounis 


3 749  277 


i 
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GREATER  GIYANI  MUNICIPALITY 

Amoil  Flninci#!  SlaltmenU  (or  tfie  VMf  Ended  M Jont 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


Other  income 

Clearance  certliicalos 

Coniirmalion  istlers 

Reglslrsllon  and  transiere 

Regisiralion  of  suppfrcre 

Re-issue  ol  slolemcnls 

Sale  Dl  lender  documOnls 

Sundry  Income 

Sale  of  smve  plols 

Sole  of  refuse  bins 

Water  connccilon 

Waier  re-connacT<on  - 

Agency  income  conira  - waier 

Buiiding  plans 

gscort  fees 

House  loans 

SaM6i  connecibn 

Sewer  unUocldno 

Agency  income  (»nlra  • saiverage 

Oiher  income 

Income  from  agency  services 
Made  up  ol: 

Vehtcie  regisirellons 

Agency  fees  • waier  services  provision 

Agency  lees  • sevrerage  services  provlslDn 


?011 

?010 

2806 

S4D5 

83  508 

150893 

28605 

45979 

2t  720 

S9  57D 

3133 

5601 

68141 

161592 

328  501 

<7  708 

S4  411 

1 819 

3 934 

6751 

77  102 

-8  751 

-77  102 

32  738 

S9  332 

9 327 

6711 

3122 

60578 

5222 

20  020 

60  2S8 

-25242 

-80  288 

1 1«003 

• 

1 390  785 

942  ESI 

1 919  790 

971  918 

1 084  922 

. 

934  295 

ft  (117  194 

<171  918 

8 038  411 

The  munidpaiity  adminislcrs  iha  vaihieie  reglswailons  function  on  “ehaU  ol  me  ,ho 

□epanmcM  for  an  agency  fee  of  20»i  on  loial  roca/pis,  The  revenue  coUacled  by  »t»e  muntai^iv 
water  services  provision  funcitoi  |whlch  comprises  waier  and  seweargo  servwes  pfovtsion)  is  rwamed 
by  the  munidpallly  as  agency  lea  in  terms  of  the  SLA. 


7SOOO 


Th®  m'u"Sb!J  to'S'enlfy  defending  a case  agdnsl  MiCtec  Caiering.The  ... 

claim  for  calerinn  wSde  to  the  murJdpaBiy  whieh.ecconJtng  to  the  munldpaUy.tftf  not  meet  the  guaJly 

orS  oeScX7c«Soiheth%mU^^^ 


order  speelflcaUon^ecording 
urovoilabililyortfiftnbsses  for  the  (mmic^ailty. 
Short  term  Investments 
fixed  deposit 


199  5Sa 


The  munidpaniy  lias  the  foiiowtng  short  term  investment,  rodeemabio  wirtiln  190  day# 


Fixed  depose 

First  Nsllonal  SenK  Olyani 

Account  number  7103253SS79 


Fined  depodi  account 
F7l0326)S57d 


Bank  slalemeni  balances 

Cashbook  balances 

30.Jun.li 

174  200 

ISO  419 

IS6419 

174  200 

166  419 

186  419 

174  200 

188  419 

166  419 

174  200 

